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YESTERDAY THE JUNGLE .. . TODAY PRODUCING ACRES 


A wasteland of trees, creeping vines and stagnant lagoons, unchanged for 
centuries. That was yesterday. Today by the miracle of modern machinery 
and trained, willing hands, the jungle is a fertile farm, producing in abundance 
crops needed by the Americas. 


Working together, each utilizing the skills of the other, men of good will are 
bringing the rich earth of Central America and the great markets of North 
America into a living circle of trade and better living. The more commerce 


between the Americas, the stronger and more prosperous all of us will be. 


United Fruit Company 


General Offices: 80 Federal St., Boston 10, Mass. 





THIS LIVING CIRCLE 
STRENGTHENS THE AMERICAS 


United Fruit Company has been serving 
the Americas usefully for 55 years—re- 
claiming wasteland, stamping out dis- 
ease, developing human skills, helping 
by research, new techniques and trans- 
portation, to increase the production and 
sale of bananas, sugar and other crops, 
and expediting communications. 
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Young Men 


Outstanding career op- 
portunity for qualified 
men in Electronics, 
Transportation and 
Supply or Diesel and 
Mechanical fields. Send 
resume of previous ex- 
perience and education 
to: Personnel Director, 
Federal Electric Cor- 
poration, Box 347, Lodi. 
New Jersey. 








been selected 










, of the greatest Arctic construction jobs ever attempted are drawing to a 


dramatic climax. 

One, the Distant Early Warning (DEW) Line, will flash the first warning of 
an enemy approaching from the north. It is America’s latest answer to the chal- 
lenge of maintaining world peace. 

The other, Alaska Integrated Communications Exchange (White Alice), is 
a vital network including “over-the-horizon” and “line-of-sight” microwave links 
connecting isolated communities and defense installations across Alaska, as well 
as existing telephone and telegraph services. 

Manpower of the highest order in skills, stamina and intelligence is impera- 
tive. The U. S. Air Force has selected Federal Electric Corporation, a subsidiary 
of International Telephone and Telegraph Corporation, to operate and maintain 
both these far-flung installations. 

Federal Electric Corporation’s experience on military assignments in the 
Arctic ... in the maintenance of specialized navigational equipment for the Air 
Force ... as a field service and maintenance organization for IT&T’s laboratorie 
and factories . . . coupled with the world-wide experience of IT&T, make this a» 
ideal partnership for so broad and technical an undertaking. 





INTERNATIONAL TELEPHONE AND TELEGRAPH CORPORATION, 67 Broad Street, New York 4, N. Y. 
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THE SUEZ CANAL .. . It is psychologically true that 
when strong-minded men are adamant their breaking 
point is near. Realities then take over. 

But will such be the case with Egypt’s Col. Nasser, 
who refuses to yield international control to the users 
of the canal as an affront to his dignity, although he 
did not hesitate to humiliate and mock the leader- 
ship in Britain and France? And it was this affront 
that caused Britain and France to erupt in deep 
anger, bringing on a situation that obliges these two 
great nations to make a definite stand against him. 

There is no question that Nasser has made per- 
sonal enemies, which he can ill afford, and it is be- 
cause of the emotional character of this situation 
that Mr. Dulles has been trying to smooth the trou- 
bled waters. But for some reason we cannot fathom, 
his statements have been so clumsy and inept as 
chal- ft) create a false impression of the position of the 

United States in relation to our friends in Britain 
>), is fand France. The British press is expressing bitter 
links }resentment and questioning the integrity of the 
well | United States on the report that there i is a deal going 
on between American oil companies and Col. Nasser 
of Egypt to underwrite the maintenance and proper 
operation of the canal that links two seas. 

It is said that the plan is 
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two countries, for the British and American oil com- 
panies have always had and will continue to have 
a close working agreement. 

And the French are just as bitter, with the presi- 
dent of the French Assembly making a sharp attack 
on the U. S. policy in Suez, so great is the frustra- 
tion and anger—because the Suez situation is not 
merely a matter of a waterway, but means economic 
life or death to Europe. 

There is no question either that the United States 
is fully aware of the great danger inherent in the 
situation, because we clearly see Suez as a matter 
of international trust and faith between nations, and 
we cannot possibly view the prospect of a triumph 
for Nasser with equanimity. 


THE TITO MYSTERY .. . It is clear that there is a great 
split among the people of the Soviet Union on the 
issue of Stalinism. It likewise is clear that Marshal 
Tito of Yugoslavia has stood for the nationalistic 
brand of Communism, which resulted in a bitter 
enmity between him and the late Marshal Stalin. 
It seems doubtful that Tito, who has successfully 
withstood the monolithic type of communism, will 
now surrender—and that may account for the long 
days of conference, some 16 





to set up a consortium sim- 
ilar to the one used in the 
| the Tsolution of the Iranian na- 
- Air | tionalization, but this time to 
ories |replace Britain with Ameri- 
san ~¢Can companies—and they call 
it the cruelest betrayal of the 
alliance. It is unfortunate 
that the oil companies should 
be brought into this situa- 
tion, designed to disunite the 


miss it! 





We call the attention of the reader to 
our newly-devised Trend Forecaster, 
which appears as a regular feature of 
the Business Analyst. This new depart- 
ment presents a valuable market analysis 
of importance to investors and business 
men. To keep abreast of the forces that 
may shape tomorrow’s markets, don’t 


days all told, in which Tito 
was evidently trying to con- 
vince the others that relaxa- 
tion of the rigid control over 
satellite states would inevi- 
tably lead to disintegration 
of the Soviet State—that the 
sounder way was to develop 
a union composed of states 
with a commonwealth status. 

Reports from Moscow in- 
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dicate that Tito has lost out—for the press is now 
reflecting the opinion held in high places that the 
campaign of downgrading Stalin and liberalizing 
the Communist regimes in the satellite states has 
gone too far. 

On the other hand, the Yugoslav press is play- 
ing up the action of the Hungarian Communist 
Party to give a funeral with honors to Laszlo Rajk 
and other Hungarian Red leaders executed as Tito- 
ists during the Stalin-Tito feud. 

Only future events will tell how the wind blows, 
but as the matter stands it would seem that Khrush- 
chev, et al, are facing a stiff fight from those who 
believe that Stalin’s accomplishments in welding 
together a great empire should assure him a re- 
spected place in Russian history. The recent unrest 
in Poland and Hungary, and the East Germany up- 
rising some time ago, indicate a softer policy to be 
dangerous for the Soviet regime. 


CLUE TO FOURTH QUARTER ... The railroads may 
no longer be the best barometer of business condi- 
tiens, yet the carriers do not prosper in lean times, 
especially in an age when over-the-road trucks and 
freight airlines have taken a sizable chunk out of 
their domain. Hence, the forecast of shippers that 
revenue freight carloadings of major commodities 
in this final quarter of the year will climb on the 
order of 3.7% is encouraging news, indeed. Their 
forecast is based on estimates of 13 regional group- 
ings, totaling 26,000 shippers and receivers of 
goods throughout the country. Their estimates ac- 
count for about 85% of all freight carloadings. 

If their fourth-quarter forecast is borne out, total 
carloadings for all 1956 will top those of 1953 (a 
boom year), despite the setback caused by the 
five-week-long steel strike. The total for 1955 was 
less than 1% under the 1953 total. Loadings thus 
far this year are showing a nominal gain from 
the year-ago total. 

All that remains, it would seem, is to overcome 
the steel-strike setback. It will be recalled that after 
the stoppage in that industry got underway, load- 
ings fell behind the year-ago pace. By mid-Septem- 
ber the pattern of improving the 1955 showing was 
resumed. Barring unforseen developments, a new 
peak should be established. 


FOREIGN AID UNDER STUDY .. . Ever since the end 
of World War II this country has been engaged 
in an annual series of foreign-aid programs that 
have entailed multi-billion-dollar outlays per year. 
While it would be somewhat exaggerated to call 
the entire program wasteful, a good deal of the 
money spent has not accomplished its purpose. 
After 10 years we are confronted by renewed pleas 
for more help. The end is not in sight. 

This is, indeed, a dim prospect for the American 
taxpayer, who also could use a bit of help, stagger- 
ing as he is under an astronomical national debt 
and levies that are plenty painful. 

The growing annoyance of the public and legis- 
lators at this endless (and largely thankless) task 
of helping people abroad has prompted President 
Eisenhower to appoint Benjamin F. Fairless, one- 
time president of United States Steel Corp., to 
survey the situation and make a report before the 


next Congress convenes. The Senate moved in ad. 
vance of the President, naming its own committee 
to conduct a similar study. These and other studies 
will come under the scrutiny of Clarence Randall, 
another former steel executive. 

There is little doubt that opposition to lavish 
giveaways is growing. The President is fully aware 
of public feelings on this issue. From here on in, 
the Administration will have to go to greater 
lengths to justify foreign aid. The considerablee re- 
covery achieved by most foreign countries leads 
many to wonder precisely how much need actually 
exists. 

We can take some comfort, meanwhile, from the 
thought that henceforth the objectives and met) ods 
will be sifted by such keen business leaders as Mr. 
Fairless and Mr. Randall. 


WHAT TO DO WITH TIME SAVED .. . Our food in: us- 
try now does an annual business of some $70 bil- 
lion, about double the volume of a decade : go. 
Plainly, the American people are eating be ter 
than ever. Of course, they are not spending tv ice 
as much for food, as the aforementioned figures 
would indicate. Prices have risen and there ire 
some 30 million more Americans taking their p) ce 
at the table. 

What disturbs us is the great stress placed on 
“convenience” foods. Vegetables are frozen ‘er 
immediate use, orange juice is concentrated, coi‘ee 
is instant and desserts are served in a jiffy. 

While we yield to no one in our dedication to 
the cause of liberating the little woman from kitch- 
en drugeries, we have yet to taste a cup of instant 
coffee that could compare favorably with the fresh- 
ground variety. Much the same observation might 
be made of the other “quickie” foods. 

To be sure, the convenience-food vogue saves 
the lady of the household many minutes each day. 
Which reminds us of the American soldier in World 
War II who bragged in the company of Australians 
how Yanks saved minutes doing this and minutes 
doing that. This prompted an unimpressed Aussie 
to ask: “Tell me, Yank—what do your people do 
with all those minutes they save?’”. 


PROGRESS THROUGH RESEARCH ... The revolutionary 
changes in American industry must be traced to the 
research laboratory, which has spawned whole cate- 
gories of new products and new industries. Our cor- 
porations spend billions of dollars annually on basic 
and applied research. It takes great courage to pro- 
ceed with undertakings in such areas as the chemical 
industry, where the rule of thumb is 10 years be- 
tween test tube and tank car. And, of course, much 
of the labor goes for naught. 

We have been prompted to these reflections by the 
opening of a seventh major research center by Union 
Carbide. This new center will concentrate on chem- 
ical and solid state physics. 

The approximately $43 million spent yearly for 
research by Union Carbide has borne fruit, as at- 
tested by the fact that in 1955 this company derived 
about one-third of its dollar income from products 
that were not commercially available to the com- 
pany 15 years ago. 
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As 9 See Jt! 


HOPE FOR UNITED STATES 


a unity is an elusive bird. On the 
mil tary and political level it is all but non-existent, 
organizations like the Western European Union and 
the Council of Europe notwithstanding. On the eco- 
nomic level it made an excellent beginning in 1948 
whn the 16-member Organization for European 
Economic Organization (OEEC) was established to 
adrinister Marshall Plan aid. This was followed up 
by the European 
Payments Union and, 
in 1951, by the six- 
member European 
Col and Steel Com- 
munity, Europe’s 
first venture in re- 
gicnal market inte- 
gration. All these or- 
ganizations are still 
alive and functioning 
but no further steps 
to unify Europe have 
been taken in the last 
six years. In fact, on 
the military level the 
receding threat of a 
shooting war with 
the Soviet Union has 
caused the rejection 
of the American- 
sponsored European 
Defense Community 
and a growing disin- 
terest in combined 
strategic planning. 

But in the last few 
weeks something has happened which might fur- 
ther the cause of European unity more than its most 
sanguine proponents had dared to hope. It is the 
sudden realization that Communism is not the only 
threat against which Europe must unite. It was Col. 
Nasser who brought this point home to the govern- 
ments of Britain, France, Germany, Italy, etc. 
Europe is the world’s biggest trading area, next to 
the United States. Yet a single dictator of a small 
nation could throw its economy into a dither just by 
moving into a position where he could cut off 
Europe’s oil flow. Obviously, a united Europe would 
have the political and economic power to ward off 
such a threat. Its world importance as a supply 
source and as a market would be so overriding that 
no nation would want to antagonize it. 

It is against this background that we must view 
the recent unity appeals of Germany’s Chancellor 
Adenauer, French Premier Mollet, Italian Foreign 
Minister Martino and Harold Macmillan, Britain’s 
Chancellor of the Exchequer. It was Adenauer who 
touched off the spark with a series of speeches urg- 





With Apologies to Loring—Providence Evening News 


Better Late Than Never 


By JOHN H. LIND 


OF EUROPE MATERIALIZING 


ing the conversion of the lame Western European 
Union, which includes Britain, into a working con- 
federation with common defense and foreign poli- 
cies. But it was Mr. Macmillan who kindled it into 
a bright flame with his announcement that Britain 
and the Commonweath nations would be willing to 
enter into a closer economic relationship with con- 
tinental Western Europe by establishing a vast free 
trade area. This free 
trade area idea is not 
of the same scope as 
the Common Market 
concept for which 
Germany, France, 
Italy and the three 
Benelux countries 
are aiming. But it is 
actually more signi 
ficant because it was 
Britain’s reluctance 
to join in any sort of 
economic partner- 
ship with continen- 
tal Europe which up 
to now had been the 
major stumbling bloc 
to greater effective 
unity. 

Britain’s past hesi- 
tation to any formal 
economic tie-up with 
continental Europe 
was based on a well- 
founded dilemma. On 
the one hand, she is 
the center of a world-wide trade zone, intercon- 
nected by a system of Imperial Preference tariffs 
and a common currency — sterling — for which Bri- 
tain acts as the central banker. This makes her ob- 
ligations and interests different from those of the 
more regionally oriented countries of the Continent. 
On the other hand, her trade with Continental 
Europe is growing fast and accounts now for 25 
percent of her total foreign trade. Refusing an eco- 
nomic alliance with Europe’s major trading nations 
could well mean being nosed out of this area by 
continental competitors. It seems the dilemma has 
now been solved. Britain has received the full ap- 
proval of her Commonwealth partners to join in a 
free trade zone with Europe and there are indica- 
tions that some of the other Commonwealth coun- 
tries might even do the same. 

The United States’ position in all this is some- 
what peculiar. We are the greatest advocates of 
European unity and, in fact, have spent several bil- 
lion dollars to help bring it up to its present modest 
level. We are therefore (Please turn to page 112) 
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The Striking Contrasts 
In Today’s Market 


The market now has had a substantial rally. Money rates and a rather drab over-all profit 
outlook remain on the restrictive side. The election might spur some further recovery; 
but, if disappointing, it probably would induce renewed easing. We continue to advise 
a discriminating, conservative investment policy, including maintenance of adequate 


reserves for later employment. 


BY A. T. MILLER 


The persistent retreat in stock prices from the best 
summer levels was sharply extended into the initial 
(October 1) trading session last week, when it 
reached an apparent climax, with trading volume, 
even though moderate by older standards, at the 
highest mark in some days. At the lowest intra-day 
level, the daily industrial average was down nearly 
11.4% from its early-August bull-market high and 
was some 24 points under the best level reached over 
a year ago prior to President Eisenhower’s heart 
attack. It was on a yield basis of about 4.82% against 
4.28% at the high, at 13 times 1955 earnings (which 
will probably be approximated this year) against 
14.6 times at the high, and with the spread over 


industrial bond yield about 35%, compared with ‘ess 
than 28% at the high. 

At the same low, rails were off some 13% from 
their July recovery peak and nearly 18% from the 
bull-market high attained last May; while utilities 
were down over 9% from their August bull-market 
top. The market having thus made substantial allow- 
ance for higher money rates, election uncertainty 
and 1957 business uncertainty, a rally started be- 
fore the close and was extended in fairly explosive 
degree for a time, reflecting abatement in selling, 
selective demand and short-covering. It slowed be- 
fore the week-end, with investors, although cheered 
by the rally, still cautious and not inclined to reach 





As Indicated by Transactions 
at Declining Prices 
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As Indicated by Transactions 
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MEASURING INVESTMENT 
AND SPECULATIVE DEMAND 
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MEASURING MARKET SUPPORT 


‘THE MARKET IS A TUG-OF-WAR . . . CONSTANTLY SHIFTING SUPPLY & DEMAND 
PRODUCES THE FLUCTUATIONS” THE MAGAZINE OF WALL STREET 1909 
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too far for stocks in this market. 
Blue-Chip Market 


The large prior advance centered heav- 
ily in Blue-Chip and _ special-situation 
stocks, without development of speculative 
excess in low-priced “cats and dogs” or in 
over-all buying on margin. Hence, the 
Blue Chips proved to be actually more vul- 
nerable at the tops than the general run 
of speculative industrials. The sell-off to 
the October 1 low—the fourth substantial 
one in the past 12 months or so—was prin- 
cipally a correction of over-valuation of 
“good stocks” and an adjustment to higher 
money rates, with election and other un- 
certainties contributory factors; and with 

the market deprived of the earier stimulus 
90 of dynamic over-all rise in corporate 
earnings and dividends, 

From a technical viewpoint, it is en- 
couraging that the industrial and utility 
averages met effective support without 
violation of the May reaction lows, 
although they were closely approximated 
before the rebound developed. There may 
be a further test later on, hinging on 
political and business developments; but, 
as it stands now, the noteworthy peint is 
that the industrial list has not followed 
rails in establishment of a presumptive 
bear-market paitern. As long as this is so, 
sentiment on rails will not get too gloomy 
and they have better rally chances; espe- 
cially since hopes now are held that the 
ICC will grant a portion of the recently 
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requested boost in freight 
rates, With action pos- 
sible by late January or 
early February. 

Prior to last week’s 
performance, it was pos- 
sible to say that, at best, 
the market might main- 
tain a trading-range pat- 
tern, provided industrials 
met support around or 
above the May low. It is 
now reasonable to say 
that nothing worse than 
a trading-range pattern 
isin sight, with the Octo- 
ber 1 lows likely to hold 
at least over the near 
term and possibly for 
some time. It need hardly 
be said that the large ad- 
vance in stock prices in 
recent years was spurred 
in very considerable 
measure by “‘Eisenhower 
confidence,” aside from 
strong gains in corporate 
profits and dividends last 
year. Should the election 
result in defeat for the 
President, we would 
allow for a renewed mar- 
ket decline, possibly, if 1 
not probably, breaking P : 
the May lows. If hopes ‘wen @ 7 
for his re-election rise " 
and are confirmed, the 
present rally should de- 
velop into at least an intermediate recovery, 


4 21 
JULY 








endur- 
ing well into November or later. Possibilities for 
more than a trading-swing recovery probably hinge 
on late 1956 business developments as clues to 1957 
potentials and on related money-market develop- 
ments under Federal Reserve credit policies. 


Markets of the Past 


Contrary to popular belief, the stock market— 
which is merely the consensus of fallible human judg- 
ment—is not prophetic. It cannot see very far around 
any corner. Up to the last points of 1929 advance 
in the averages, it was looking hopefully ahead, 
whereas we soon got the start of the biggest bear 
market and the deepest depression, It certainly was 
not “forecasting” five years of economic revival and 
New Deal inflation in the spring of 1932. But by the 
forepart of 1937 it had become quite hopeful—and 
we soon got the painful, though not unduly pro- 
tracted, 1937-1938 bear market and depression. It 
had a little boomlet in the late summer and early 
autumn of 1939 on the mistaken theory that the 
United States could stay out of World War II and 
profit by sale of arms and supplies to the British 
and French. Another bear market followed, discount- 
ing U. S. involvement and wholly unrelated to the 
business outlook. Following long advance, there was 
an over-speculative position by 1946 and concern 
about a possible “post-war depression.” We got a 
moderate, but far from painless, bear market—but 
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no depression. Before the votes were counted in 
1948 the market was cocksure that Republican Dewey 
would easily be elected President—and was wrong. 
By June of 1949, with a minor business recession 
about over, confidence was at low ebb—shortly be- 
fore the start of what proved to be one of the biggest 
and longest bull markets. 

The market has rarely topped out in peacetime, 
and declined importantly, much, if any, ahead of 
visible and definite deterioration in general business 
conditions. In 1929, industrial production reached its 
peak level by July, while the market did not top 
until September. The March, 1937, market high came 
two months ahead of the production top; but stock 
prices did not “fall out of bed” until a business 
downtrend became unmistakable by early autumn. 
The bulk of the 1946 market decline was concen- 
trated in a few weeks of August and September— 
discounting what? The production index reached its 
post-war low in February of that year, subsequently 
trending up while the market topped in May. Indus- 
trial and utility earnings showed marked 1946 gains. 
Rail earnings were down for the full year; but 
reached their low point in the second quarter, while 
rail stocks topped near the end of that quarter, and 
profits rose sharply by the third quarter and more 
in the fourth quarter, during both of which rails 
were in a strong downtrend. At this time of 1946, 
sentiment was gloomy as regards 1947 potentials. 
It turned out to be a year of higher production, of 
gain in over-all industria] and rail earnings, of 


$9 














moderately lower utility earnings—and of restricted 
trading-range fluctuation and indecision in the stock 
market. 


Similarities and Differences 


Comparing the present situation with that around 
and shortly before the 1946 bull-market high, there 
are some similarities but more differences. At the 
1946 high, the Dow industrial average was at 15.6 
times earnings, which compares with 14.6 at its 
1956 high. Not much difference. At the 1946 high the 
yield was 3.53% and its spread over high-grade cor- 
porate bond yield 17.3%, against yield of 4.28% and 
a spread of 27.7% over bond yield at the 1956 high. 
The differences is moderate. Judged by price-earn- 
ings ratios and yield spreads, the average was at 
levels of over-valuation at, both 


through most of the 1946 market adjustment. Senti- 
ment was bullish, even though badly mistaken, on 
future profits at the 1929 and 1937 market tops, 
whereas it now is cautious or doubtful about profits 
for the foreseeable future. 

Total dividends ran 15% above a year ago in the 
eight months through August, but the comparison 
is less favorable for representative big companies 
included in the Dow industrial average and similar 
measures of stock prices. In the 1956 first half, <ivi- 
dends on “the Dow” gained slightly less than &.6% 
from a year ago. Moreover, the big surge in !955 
dividends came in the final quarter and mainly in 
November-December. It will not be repeated this 
year, in view of the earnings trend heretofore ¢ ‘ted, 
plus capital needs and credit stringency. Thus, the 
current rate of dividends on the industrial average 





the 1946 and 1956 highs, even if 
somewhat less so in the latter in- 
stance than in the former. 
Dividends depend on earnings; 
and the market, which is still at 


a generally high level even after 0 
the net markdown to date, cer- Aluminum 
tainly has limited upside poten- Machinery 
tials at best without rising earn- Business Mach. 
ings and dividends. Through last berets. 
year it was easy to rationalize Elec. Equip. 
prevailing price-earnings ratios Sugar 
and yields by projecting further Steel 
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rise in profits and payments to 


1956 Market Action Of 
MWS Stock Groups 
Percentage Changes 

Dec. 30, 1955-Sept. 21, 1956 





is not significantly above ‘hat 
reached last December, and | ttle 
improvement can be expectec by 
the year-end. 


Unions, Wages and Inflation 
+10 +20 +30 
Most economists agree that, re- 
gardless of official monetary »ol- 
icy, the wage policies of naticnal 
unions virtually guarantee more 
long-run price inflation at perhaps 
an over-all average of something 
like 2% to 3% a year. This is an 
argument for maintaining long- 






































stockholders. That is now “out the oe term investment positions—estab- 
window.” Despite some excep- pee: lished well under present market 
tions, notably in steel and ma- Meat Packing levels in most cases—in stocks of 
chinery, price boosts (in the Drugs—Ethical companies in a position at least 
absence of strong further gains Unclassified to hold their own with inflation. 
in sales) have no more than par- —_ aneniee But it is not an argument for buy- 
tially compensated for higher Pages ing at these levels. Indeed, it is 
operating costs throughout busi- Air Conditioning = for many stocks, since 
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peak rate of $23 billion in last Reset teaite stance. 
year’s final quarter, sagging to Communications Is it possible to have a bear 
_* billion in this year’s second 0 oni TT an inflationary environ- 
“ _s - ia Gold Mining oon A = Rs say 4 — 
fe) otals were undoubtedly Tire & Rubber unlikely, but history says It 1s no 
lower in the third quarter. They Chemicals impossible. While the bulk of the 
will be improved in the present Motele, Mise. 1946 bear market was concen- 
quarter, but down from a year — trated in a short period, comple- 
ago; and full-year profits will do ag tion from top to bottom took about 
an to yr tes grt last year’s. Tobacco - — ga and the same 
Moreover, at best, there can hard- Variety Stores or industrials in that their 
ly be any general investment ex- — spring, 1947, low was a double 
— now of incor over- ine ee —) ee the 
a improvement, if any; Airlines autumn, , low. Over the en- 
whereas some further shrinkage Mail Order tire period, with the industrial 
is conceivable even under fairiy os average expveriencing a decline of 
good business conditions; and a Textiles 24.3% and rails a fall of about 
considerable shrinkage, should Agric. Equip. 40%, the cost-of-living index rose 
even mild recession develop after —20 -10- 0 a sensational 18.5%, the whole- 


the first quarter. As heretofore 
noted, total profits moved ahead 





sale commodity index nearly 30°. 
(Please turn to page 111) 
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4 JORDAN MARSH, Miani 


New Techniques in Distribution 


REVOLUTIONIZE RETAILING 


By JOSEPH C. POTTER 


The fellows who mind the Big Stores have de- 
veloped a new aggressiveness, born of long years of 
adversity that seem to have sharpened their wits 
and conditioned them to live with their problems. 
A fresh breeze is sweeping through our retail em- 
poria, touching everything from the cheap sundries 
in the bargain basement to the big-ticket items on 
the top floor. 

This confidence that borders almost on belliger- 
ence comes of the turning point in the struggle 
against pesky discount houses, the successful coping 
with the trend to Suburbia, the progressive devices 
brought forward to meet rising costs and the ability 
to share in the all-around national prosperity. 
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Item: Discount houses are here to stay, but the 
department stores and other old-line retailers no 
longer look to the Federal and state authorities for 
a Fair Trade bludgeon to fend off competition. The 
cry now is “Fight fire with fire!” 


Item: The trek of the Big Stores to the suburbs, 
which got underway after World War II, has as- 
sumed the aspects of a pell-mell migration as the 
merchant princes have gone to the customers. This 
multi-billion-dollar undertaking, the most expensive 
moving job in history, has spawned 1,100 planned 
shopping centers and put another 2,200 on the 
drawing boards. 
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Item: Labor and other costs incidental to retail 
operations are on the rise, with extension of the 
minimum-wage regulation to this field a strong like- 
lihood. The stores have pared costs considerably by 
going over to self-service operations, getting their 
customers to “trade up,” pooling delivery of pur- 
chases and up-dating office routines. 


Iiem: Retail business is getting its share of the 
national prosperity, reflected in the record sales 
registered in each section of the country. The peaks 
registered in the first nine months of this year are 
expected to carry through the final quarter, with 
expectations high for another banner Christmas 
season. 


Assaying the outlook for the great merchandising 
establishments of the nation entails such variables 
as an enormous product mix (sales of television sets 
lageed, barbecue equipment was in strong demand 
ani air-conditioners yielded little profit), the 
weather (unseasonable weather in the spring and 
summer) and the competition of discount houses 
(negligible in some places, severe in large metropoli- 
tan centers). These are but a few of the conditions 
that are subject to almost daily change in the mer- 
cantile business. 

Another measure of the task may be gleaned from 
the fact that the mammoth mercantiles must cope 
with more competition than exists in any other line 
of endeavor. After all, their business is duplicated 
in one way or another by nearly 2 million retailers 
across the land—about one for 86 persons in the 
population. 


Opportunities Outweigh Problems 


While such figures may appear forbidding, it is a 
fact that the volume of patronage has swelled at a 
sufficiently rapid rate to make retailing a highly 
profitable business for the strongly-entrenched 
stores. Retail stores of the country did a business 
of $48 billion in boom 1929, sank to a low of $24 
billion in depression 1933 and are doing a $194 
billion dollar trade in 1956. 

That the Big Stores ooze confidence in the future 
well-being of their business is attested by their 
readiness to invest their own money in moderniza- 
tion, expansion and relocation programs. While the 
press is replete with stories of manufacturers, util- 
ity companies and railroads seeking financing, the 
stores, by and large, are undertaking improvements 
on their own. 


Outbreak of Stamp Fever 


This expansive-mindedness is all the more re- 
markable considering that the retailing trade is 
badly scrambled. It is an age in which the food super- 
market has come into its own, tending more and 
more to become a junior department store. Such 
food stores now sell appliances, dry goods, cosmetics 
and drugs, toys and giftware along with many an- 
other mainstay of the old-line variety and depart- 
ment store. Such old five-and-dime stores at W. T. 
Grant and F. W. Woolworth have moved on to the 
junior department store class. Quite a few variety 
stores that failed to keep abreast of this revolution 
in retailing have lost important ground—and stock- 
holders have lost important dividends. 
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Searcely revolutionary, but plenty painful, to the 
Big Stores is the recrudescent stamp fever. Mer- 
chants pay on the order of 2% to 3% of their gross 
sales for the stamps. These, for the most part, are 
food stores, although gasoline stations, drugstores 
and garment-cleaning services, among others, have 
gotten into the act. These stamps are given to cus- 
tomers, who redeem them for appliances, giftware, 
dry goods and sporting goods. The consumer who 
comes by a cigarette-lighter or pop-up toaster in 
this fashion is lost to the stores that deal in such 
wares. And trading stamps have become big busi- 
ness, indeed, with every promise of becoming much 
bigger. They are swiftly approaching the status of 
a_ billion-dollar-a-year giveaway and a large-size 
headache to the stores. 

If the department stores are not as openly antag- 
onistic about mushrooming stamp fever as they once 
were about price-cutters, it may be because they 
used the stamp come-on themselves a generation ago. 


Consumer Credit at Peak 


Yet another aspect of current business trends 
that has them on the anxious seat is the tight-money 
situation. Consumer credit already stands at a record 
$37 billion plus and, while no one has seriously sug- 
gested a return to the wartime type of curbs on 
personal credit, there is no little alarm at its con- 
tinuing upsurge. 

While variety stores, such as S. H. Kress, Wool- 
worth and Grant, do an all-cash business, it is a fact 
that 58% of the business done by the department- 
store and mail-order type of establishment is on 
credit. This, of course, includes charge accounts. 
While sales over-all have been in an upswing this 
year, cash sales have shown the smallest advance. 
Charge accounts have fared considerably better and 
instalment sales have outpaced all other types. 

Merchants, naturally, are hostile to any sugges- 
tion that the individual has proven unable to police 
his own credit and they cite figures to show that 
credit delinquencies are a miniscule fraction of 1%, 
or just about nil. 

In any case, there is scant prospect, barring war, 
of a return to Federal curbs on instalment buying. 
At the same time there is no tendency on the part of 
store executives to overlook the threat to current 
high-level buying growing out of the tight-money 
policy directed at the business community. After all, 
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Not a few are aware that 
higher dollar sales only re- 
flect the inflationary trend, 
rather than a higher physical volume. 

Yet they are plainly concerned lest the new gen- 
eration that has taken to the suburbs find itself 
unable to buy the goods the stores offer on the 
popular deferred-payment arrangement. 


Twentieth Century Exodus 


And it is to be near this kind of customer that the 
stores have made their multi-million-dollar move. 
While no precise figures are available, it is a reason- 
able estimate that fully one-fourth of the American 
families now live in suburban communities. Here 
the young families—growing families—predominate. 

They are a different breed from their elders. They 
do not put off their wants until the day that they 
have the money to buy. They have no compunction 
about incurring debt. 

Nor are their wants simple. It is not enough for 
them to have a phonograph—it must be a high- 
fidelity unit. And it is not enough for them to have 
electrical gadgets throughout the house—these must 
be in pastel shades. They shun the shoddy and have 
— a taste for luxury items, including motor 

oats. 

If they are debt-ridden, they also are the folks 
who have better-than-average income, bigger-than- 


* average families and higher-than-average home- 


ownership. And their spending power has grown 
sharply in the post-war decade. 


Ergo, the Shopping Center 


Companies such as Allied Stores, Federated De- 
partment Stores and Sears, Roebuck were among the 
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Big Stores to ignore tie 
trend to Suburbia could 
be suicidal. 

In the post-war deca:le 
more than 200 branch stores have been opened. 
These are the “name” stores that have served the 
big cities for generations—R. H. Macy, the May Co., 
The Fair, Hecht Co., Marshall Field and dozens 
of others. 

Sears, Roebuck was a pioneer in the shopping- 
center movement, having seen the potential as far 
back as the 1920’s. The National Retail Dry Goods 
Association mentions three categories of shopping 
centers. 

One is the neighborhood center, which contains 
food and convenience-goods units. There may be 
from 10 to 15 stores with parking for as many as 
500 cars. A second is the community center, which 
is larger than the neighborhood center and contains 
a junior department store. It usually has from 
20 to 40 stores and parking for as many as 1,000 
cars. The “daddy” of the shopping centers is the 
regional shopping unit, which tries to duplicate a 
downtown shopping district by offering complete 
one-stop shopping for nearly every line of mer- 
chandise. It contains a branch of a major depart- 
ment store. The site contains 30 acres and has 
parking for as many as 10,000 automobiles. 

In the regional shopping center scheme, the de- 
partment store provides the chief drawing power 
for the other units. It has the advantage of adver- 
tising run in the metropolitan dailies by the parent 
store. Unless it goes in for advertising in the smal!- 
town weeklies, the branch store may incur no ad 
cost whatever. 


Building Costs Are Enormous 


Branch stores, with (Please turn to page 110) 
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The 25 Biggest 
Defense 
Suppliers 


PART TWO 


(Following is the second and concluding in- 
stalment of a comprehensive study dealing with 
the leading producers of materiel for the mili- 
tary establishment. It should prove of inesti- 
mable aid to the reader at a time when weapons 
of war are undergoing drastic change and 
overhaul.) 


By ALLEN M. SMYTHE 


A total of $36.4 billion is available to the military 
in this fiscal year, which started on July 1, 1956. 
Big as it is, it may be dwarfed by what is ahead. 
For the initial stages of preparing the military 
budget for the year that begins July 1, 1957, are 
well underway and the first tentative estimates of 
the three services showed that they asked for $48 
billion. That is a rise of nearly one-third from the 
present year’s $36.4 billion. 

Charles E. Wilson, Secretary of Defense, has re- 
turned these tentative estimates as “unrealistic.” A 
second presentation, however, showed little change 
in the requests. It should work out to $40 billion. 

These budget discussions will go on until some 
time in December when the Secretary of Defense — 
probably at White House instruction — will trim the 
estimates for final review by Congress. 

Testimony before the group headed by Senator 
Stuart Symington and other Congressional inves- 
tigating committees indicated that while many 
thought that expenditures could be held back this 
year, large increases must be expected in the next 
two years. 


Rising Costs a Problem 


There is much hard logic to this contention. Mili- 
tary pay and housekeeping expenses already have 
gone up. Our new fantastic weapons have been in 
the developmental stage. They are expensive now 
and will, both literally and figuratively, soar when 
in the production stage. The inflationary spiral, 
growing out of American industry’s wage-cost-price 
spiral, makes this a foregone conclusion. 

[hat the business administrators of the Depart- 
ment of Defense realize the danger of our national 
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debt skyrocketing is evidenced by rumblings of man- 
power cuts and of reductions in the number of types 
of guided missiles and combat aircraft. Mr. Wilson 
even hinted that the sacrosanct 137-wing goal of the 
Air Force might be eut. 

“Something has got to give” is a serious phrase 
repeated throughout the corridors of the Pentagon 
by responsible fiscal officials. They all know that 
whoever occupies the White House at the first of the 
year must make the final decision on the size of the 
military budget. 

Many high in our present Administration are 
reconciled to an annual budget of nearly $40 billion 
for the next two years. Even if some personnel cuts 
are made and housekeeping costs held down, it is 
hard not to visualize an increase for military hard- 
ware. 

Such a budget could allow $8 billion for aircraft 
and $2 billion for guided missiles. Two billion could 
easily go to research. These are the important items 
of military hardware that are of great interest to 
all industrial firms. 

In the October 1 issue of THE MAGAZINE we re- 
viewed the prospects for the top 14 military con- 
tractors whose business this year will vary from 
$200 million to just under a billion. In this issue 
11 companies which will total above $100 million to 
just under $200 million will be discussed. Many de- 
tails of their military business cannot be analyzed 
because of their classified nature. 


BENDIX AVIATION CORP.: Bendix has such a variety 
of contracts for electronic equipment, instrument 
and small component parts that it is hard to visualize 
any great change in its present volume of business. 
It has made a fair profit on its military business and 
should continue to do so. 

Bendix is pre-eminent in its design of sea and 
aerial navigational equipment. Instruments, bomb- 
sights, computers and many small component parts 
of large weapons add to the variety of its products. 
It is deep in the guided-missile field and has the 
largest component prime contract for the Talos 
surface-to-air missile. This efficient weapon was de- 
veloped by the Navy and is being adopted by the 
Air Force. Bendix is reported to be working on an 
improved model that could supplant all others of 
this type. 


McDONNELL AIRCRAFT CORP.: McDonnell, after some 
bad luck with the Navy fighter F4H, has been for- 
tunate with the Air Force F-101 supersonic fighter. 
It now is going into production and should hold 
business at its present level for the next year. This 
45,000-pound airplane is powered by two Pratt & 
Whitney J-57 engines, and it has met all of the 
performance tests initially required by the Air Force. 
However, there are three other fighters being de- 
veloped that are in this weight and performance 
class.. They are the Republic F-105, and the F-107 
and A3J of North American Aviation. 

McDonnell appears to have the lead at present 
but if any of these other aircraft should show 
unusual performance they would be rewarded by 
a greater share of production expenditures. 


STANDARD OIL CO. (NEW JERSEY), TEXAS AND CITIES 
SERVICE: Oil firms are not considered military con- 
tractors in the strictest sense, but oil suppliers ac- 
count for large Navy expenditures. Sales of Esso 


66 


Export Corp. make its parent corporation the De. 
fense Department’s largest oil supplier. World ten. 
sions influence our military expenditures. The 
amount of fuel oil used overseas often serves as a 
barometer for global conditions. 

Our NATO allies often join our naval maneuvers 
on condition that a benevolent Uncle Sam pick up the 
chit for supplies and fuel. British and French naval 
activity in the Mediterranean over the Suez crisis 
means increased sales for Standard Oil (New Jer. 
sey). Texas Co. and Cities Service would benefit to 
a lesser degree. 


CHANCE VOUGHT AIRCRAFT, INC.: Vought has been 
an exclusive supplier of Navy fighter aircraft. It 
now has in production the F8Us, the Navy’s only 
supersonic fighter. Other aircraft firms are not in 
the immediate picture for such weapons and Vouzht 
should continue to enjoy reasonable profits for the 
next few years. 

The F8U uses the Pratt and Whitney J-57 jet 
engine. Production of a comparable fighter, the 
Grumman F11F, has been held up pending the 
arrival of the new lightweight General Electric J-79 
jet engine. A small order for test purposes is going 
through using the Curtiss-Wright J-65. 

The much-publicized Vought guided missile Revu- 
lus is a pilotless small airplane that can be flown 
from small ships or submarines. A small order using 
J-65 engines has been received but quantity produc- 
tion will await the arrival of the GE J-79. Although 
this weapon has a high priority, any volume of busi- 
ness may be two years off. 


REPUBLIC AVIATION CORP.: Republic is still pro- 
ducing the obsolete subsonic F-84, presumably for 
our NATO allies. Production could be cut back at 
any time. The supersonic twin-engine F-105 fighter 
will soon be ready for final tests and its production 
has been planned to maintain present volume of 
business. However, the production stage may be 
delayed as all supersonic weapons are now being 
scrutinized with greater care. Probably delivery 
schedules and costs also are closely analyzed. 

Budget limitations have caused the top business 
administrators in the Pentagon to consider the lim- 
itation of types in the same weight and performance 
area. The four models in this category have been 
singled out as a possibility where reductions could 
be made at considerable savings. 


MERRITT-CHAPMAN & SCOTT CORP.: The New York 
Shipbuilding division of this firm was awarded the 
contract for the fifth aircraft supercarrier on a close 
competitive bid. However, extensive changes in the 
specifications will result in repricing that should 
assure a fair profit. Four destroyer escorts and 
other naval vessels also are under contract. It has 
been Navy policy to keep this efficient shipyard at 
a good operating volume. 

Recent changes in stock ownership have caused 
some concern in Pentagon circles that this might 
be followed by widespread changes in management 
and operating practices. Any such moves could 
easily cause a change in the volume of Navy business. 


GOODYEAR TIRE AND RUBBER CO.: The military busi- 
ness of the tire, aircraft and engineering divi- 
sions of Goodyear add up to put their parent 
firm in the first 20 of military contractors. The 
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aircraft division also 
has considerable sub- 
contracts. Prospec- 
tive business for the 
engineering division | 
will probably keep 
the firm in the top 
group next year. 
The diverse mili- 
tary business of the 
three divisions will 
be of about equal vol- 
ume this year. The 
tire division should 
maintain its present 
satisfactory share of 
the military tire sales. 
The aircraft division 
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General Tire & Rubber 
United States Steel 


has several ond Alco Products 
tan’ component con- General Precision Equipment 
tracts. for Army Raytheon Manufacturing 


Collins Radio 
Beech Aircraft 
Fairchild Engine & Airplane 
Tide Water Associated Oil 


guided missiles such 
as launchers and 
ground - handling 


equipment. It also Motorola 

has prime and sub- Phillips Petroleum 
ontracts f id. J. P. Stevens 

— “ acts for : = Firestone Tire & Rubber 
ance systems : at Socony Mobil Oil Co. 
should assure it a Continental Motors 


Westinghouse Air Brake 


prominent place in 
Bath Iron Works 


this expanding elec- 





Leading Suppliers 
Of Defense Goods 


The top 25 defense suppliers have been cited in the September 
29 and current issues of THE MAGAZINE. Those in the top bracket 
are, for the most part, producers of aircraft bodies, engines and 
varied components, including electronic devices. 

But defense procurement is not all aircraft, as may be discerned 
from the second instalment of the study. Manufacturers of such 
items as tires, oil products, camera equipment, explosives and 
machine tools also play an important part. Hence, we have listed 
here other companies which, although they are not among the 
first 25, are prominent suppliers to the military establishment. 
Each of the following ranks among the 100 leading producers of 
equipment for the national defense: 


large weapons. 

RCA is known by 
the services to be a 
careful bidder and 
negotiator for mili- 
tary business. It has 
a detailed knowledge 
of its own costs on 
scientific articles. 
Careful and separate 
records are kept on 
all projects. This has 
resulted in its receiv- 
ing a fair profit on 
defense business. 





INTERNATIONAL BUSI- 
NESS MACHINES 
CORP.: IBM is known 
throughout the serv- 


Haze.tine Corp. 
Hercules Powder 

Bohn Aluminum & Brass 
Burroughs Corp. 
Westinghouse Electric 


Sundstrand Machine Tool ices for its skill in 
—_ oil ; making electronic 
Sylvania Electric Products computers. It has ex- 
Continental Oil 

Richfield Oil panded far beyond 
Minneapolis-Honeywell Regulator this activity in its 


Food Machinery & Chemical 
American Bosch Arma 
Allis-Chalmers 

Eastman Kodak 

Bethlehem Steel 

American Machine & Foundry 
Rheem Manufacturing 


recent research and 
production contracts 
with the military. 
Among other intri- 
“ate military equip- 
ment, it produces the 
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BROWN-RAYMOND-WALSH CO.: This engineer firm 
has contracts to build the naval and airbases in 
Spain. It also is building the connecting oil pipelines 
and railways. They are well underway on half of the 
bases and all are started. The activity is greatly 
expanded this year and the business should be sub- 
stantially increased over the next two years. 

The Bureau of Yards and Docks is the contractual 
agency for the Pentagon for these bases in Spain. 
They are being constructed rapidly but very orderly. 
All material and other costs are carefully audited 
and all engineering practices are checked. Every 
effort is being made to avoid the errors and heavy 
costs incurred in the building of airbases in Morocco. 
The contractor has been given great responsibility 
and is being properly paid for it. 


SPERRY-RAND CORP.: This company’s long contact 
and experience with instruments needed by all three 
services guarantee that its volume of business will 
vary as does the military budget. The continual 
demand for new and better instruments means that 
a great part of SperryRand’s business is in research 
contracts and as modern weapons become more com- 
plex, this research becomes more expensive. All man- 
ners of classified projects now are in the laboratory 
stage. As a result, this company will remain in the 
top 25 for some years to come. 


RADIO CORP. OF AMERICA: RCA is maintaining a 
steady growth in its military business. Essentially 
in the electronics area, it also has received many 
contracts in related fields. It has large component 
contracts for the Navy Talos missile, which also is 
being used by the Air Force. Its many classified 
contracts vary from radar, guidance systems and 
avionics to instruments and small intricate parts of 
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B-52 heavy bomber. 
It has radar contracts and is working on the 
guidance systems of several guided missiles. Its 
profits on military business have been fair but with 
improved cost experience and better contractual 
practices they should be improved. Present indica- 
tions are that it will remain in the top 25 for mili- 
tary contract awards. 


PHILCO CORP.: Philco has been increasing its mili- 
tary business in the last year. It has entered the 
guided-missile field in a big way. One of its most 
promising efforts has been the prime contract for 
the Sidewinder air-to-air guided missile. This effi- 
cient weapon developed by the Navy has just been 
adopted by the Air Force. Greatly expanded produc- 
tion is in prospect. (Please turn to page 100) 
































Share of Corporate 

Volume In Defense 
Company % Defense 
Allis-Chalmers 17 
Bendix Aviation 69 
Curtiss-Wright 50 
Eastman Kodak 9 
Electric Auto-Lite 4 
Ford Motor Co. 7 
General Motors 7 
Fruehauf Trailer 5 
General Electric 21 
International Harvester 6 
AA; P iH M.I; g 
Motorola 21 4 
National Cash Register 4 
Oliver Corp. 24 
Radio Corp. of America 24 
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Inside 
Washington 





CHIPS are down in an upcoming election to decide 
what organization will represent New York City 
dockworkers in collective-bargaining processes. The 
local aspects are economically unimportant when 
contrasted with the national implications. In the 
world’s busiest port, unsavory influences have de- 
termined whether traffic moves or stands still. The 
International Longshoremen’s Association, thrown 
out of the AFL three years ago, is making a third 
attempt to win back its domination. No technique of 
gangsterism is expected to be overlooked in ILA’s 
try. From the standpoint of decent labor practice, 





WASHINGTON SEES: 


Adlai Stevenson has raised more than talking 
point in the issue that the country needs a “strong 
President” in the White House by spelling out the 
meaning of the adjective as he uses it. He has 
emphasized a difference in philosophy between 
the two parties with respect to the position of 
President: How “strong” should a President be? 

Should he, for example, be strong in the sense 
of Harry Truman, who took labor negotiations out 
of the realm of National Labor Relations Board 
and U. S. Conciliation Service jurisdiction and 
added it to the functions of the White House? 
Should he be strong in the sense of Dwight D. 
Eisenhower who insists that the division of powers 
be respected. 

Stevenson’s attack has nothing to do with the 
“health issue.” He charges Ike with permitting 
Senator Bricker to encroach on the Executive's 
treaty-making prerogative, with letting Senator 
McCarthy go unchallenged in his invasion of the 
departments and agencies under White House 
control, with sidestepping Senator Knowland’s in- 
cursion into foreign relations, with being wishy- 
washy on whether the Supreme Court's integration 
order stands as law, or as fact. 
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By “VERITAS” 


the stakes are of the greatest importance. 


POLICY in the Arab-Israe] muddle is being tortured 
by the State Department. On the record, the United 
States is adhering to its insistence that no new arm- 
ament shall be sent to either party. That puts Israel 
at great disadvantage because the Arabs are getting 
all the planes they can use, and pay for, from Russia. 
The disparity is on the increase and with Nasser’s 
present frame of mind (the Suez situation is marked 
down by him as already won) his next participation 
in Arab advancement can only be guessed. Against 
that backdrop it is not surprising that the United 
— is encouraging Canada in its plane sales to 
srael. 


LABOR chieftains are smarting under the repeated 
Republican taunt that there is no union bloc and 
that the influence of their leadership doesn’t extend 
beyond employment matters. Result will be the first 
all-out drive to put over candidates indorsed by 
political-action leagues. The AFL-CIO Committee 
on Political Education set out to get $1 apiece from 
its 15 million members. It will not be satisfied with 
one-third that amount, although that’s the outlook. 
They want right-to-work laws revoked as their price. 
But GOP is reminding them Democrats contro] Con- 
gressional delegations in 12 of the 17 states having 
the statutes. 


TAX STUDY, which was scheduled to get off to big 
start this month with hearings on Capitol Hill, has 
been slowed by the increasing demands of the cam- 
paign. The result has been to keep the inquiry on 
the staff level until late November. Rep. Wilbur D. 
Mills, chairman of the inquiry group, promises “re- 
alistic and unemotional” appraisal of distribution of 
the tax load. The search for “loopholes” is on again 
(that always makes good reading), but inquiries to 
date reflect greater interest in procedural questions 
accentuating the burden of taxpaying. 
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+ Against the worries that have pervaded the 





construction industry in the wake of tight-money market 








has been presented the encouraging results of a survey 





conducted by the Associated General Contractors of America. 
This is an objective examination to inform the industry, 
not to propagandize the public into an optimistic climate. 








Its accuracy is taken for granted; plans and money depend 
on it. And in the most troublesome field, homebuilding, it 
projects a gradual recovery. "Recovery" is the word used in 





spite of the fact that Federal agencies not only avoid it 
but also strenuously object to its use. 


>» Ihe contractors' trade association speaks of 








"recovery" although the construction volume is hitting a 
record-smashing annual rate of $60 billion, which would 











seem to be a rather healthy status. But the report foresees 





a rise to $78 billion by 1965, including $19 billion 


annually in maintenance and repair. While the survey indi- 


cated that most of the gain is expected to 
be registered in non-residential construc- 
tion of all types, it also envisions new 
residence construction increasing by 26% 
from the 1956 estimated level of $15.8 
billion to $19.9 billion in 1965. 

» Continuing: In 1957, according 
to the study, residential construction 
volume will drop slightly, but the upward 
trend will be resumed in 1958. The $16 
billion mark is expected to be reached in 
1960, the $17 billion mark in 1961, and the 
$18 billion level in 1963. By 1964, the 
residential construction total will move 
across the $19 billion line. These projec- 
tions take into consideration fluctuations 
in the money market, current rates of 
investment and the encouragement to new 
housing areas which the national highway 
program is expected to bring. 




















> Getting away from considerations 


other, as "big names" move over lines to 
support the erstwhile foe. Two former 
Republican Governors of Midwest states have 
come out against re-election of President 
Eisenhower: Adam McMullen of Nebraska and 
Dan Turner of Iowa. On the other hand, Gov. 
Shivers of Texas, a Democrat, has placed 
his not inconsiderable influence behind 
Ike, just as the Democrats were rejoicing 
over a united party. Similar examples could 
be cited on the state and local level, each 
canceling another out. 














p» As the campaign nears the midway 
point it is obvious that it is more a battle 
between Vice-Presidential nominees than 
ever before. Nixon and Kefauver have shaken 
hundreds of thousands of hands and talked 
face-to-face with so many other hundreds 


























drive by Harry Iruman appear slow-motion 








of dwellings, the contractors see continued 
good business in the industrial, commer- 
cial, institutional and school-building 
lines. Forecast is a rise from the present 
$12.8 billion annually to more than $17 
billion a year in 1965--an increase of 34%. 
To keep pace with this advancing rate of 
construction, the AGC warned "even greater 
expansion programs than now are underway 
Should be considered by the steel, cement 
and other industries serving construction." 

















» This season marks no exception 
to the experience which comes each four 
years in point of "significant" switches 
from one party to the other. In each national 
election period, the casual reader of news- 
papers would get the impression of a revolt 
first against one party then against the 
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in comparison. Stevenson is beating the 
bushes, too, and Ike has abandoned his 
aloofness toward mingling with the crowds, 
but it's still Dick and Estes carrying the 
ball. The Vice-Presidential nominees have 
party control at stake: It's the last time 
out for both Adlai and Ike, win or lose, 
many believe. This is true, of course of 
Eisenhower. Should Stevenson win, denial 
of a second-term nomination would seem 
improbable. But that's the way Kefauver 
people view it: Estes is the next party boss, 
they say. 

» Nixon's enthusiasm has plunged 
him off the deep end. His three TV sets in 
each home, two cars in the garage and three 
days of leisure time each week is pure pie 
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one of the foolish weexs ot the campaign, 
a week that began with Adlai's suggestion 
that Selective Service draft and A-bomb 
tests may safely be abandoned. Radio and 
television have resulted in a better in- 
formed and therefore more skeptical 
electorate, so these things are taken with 
a grain of salt. But this business of 
promising Utopia, with a straight face, 
must cast doubt on the validity of things the 
candidates really profess to believe in. 
That at least is the aggregate of editorial 
opinion in the country now. 














© Life insurance company execu- 
tives spent a week in annual session in 
Washington and left behind them a statistic- 
al report on their business. It was an 
eye-opener of the more pleasant kind, from 
a business standpoint. Almost everybody 
in the United States owns an insurance 
policy. Each person is likely to view the 
whole of insurance as embodied within the 
corners of the imposing document which bears 
his name as payee or beneficiary. But 
taken together, the story of life insurance 
is this: 100 million Americans have this 
kind of coverage. The aggregate value of 
$372 billion approximates the gross annual 
product of this country. Last year, the 
companies paid out $5,383,000,000 in 
claims. And it's a business that gives live- 
lihood to 225,000 agents; many times that 
number outside the direct sales force. 






































) The Food and Agriculture Organi- 
zation of the United Nations has taken an 
important and interesting step. It has 








Sen of India. This is a departure which 
interests the Department of Agriculture 
and the exports trades. For the first time, 





scarcity country; until now, director- 
generals have been from surplus countries. 
Undoubtedly, new policies will be put forth, 
reflecting the other side of the food 
distribution picture. Mr. Sen served in 
Washington as Minister, then Ambassador, 
of India. He served on U.N. groups before. 
He is regarded competent and, importantly, 
familiar with and friendly to U. S. 
agriculture. 


Up to now, no major political 
party has been beholden to a third-party 
movement for its Success at the Presidential 
election polls. It isn't likely that it 
will happen this year either; but there is 
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food for thought in the candidacy of T. 
Goldman Andrews, who took appointment from 
Eisenhower to enforce the Federal income- 
tax laws in which he doesn't believe. 
Andrews will not figure as a true contestant. 
Yet it is possible that he will pull large 
enough strength in Virginia to determine 
whether its electoral vote goes to Adlai or 
Ike. It means 12 votes in the Electoral 
College meeting, which could decide a 
close election. 





























p» Ike carried Virginia in 1952. 





Democratic column from which it departed 
only twice in history. A newspaper survey, 
admittedly not a very convincing sample 
either in point of number of persons reached 
or diversification of economic interests, 
showed queried Virginians stacking up this 
way: Eisenhower, 50%; Stevenson, 29%; any 
"states rights" candidate, 28%. The poll 
was taken before Coleman, a highly-regarded 
Virginian, let his name be used ona 
third-party ticket. 














p> Unlike other Presidential 
campaigns, this one has no effective second 
team out in the hustings backing up the 
ticket. Benson is lost in the woods and is 
being accused by the Democrats of ducking 
the face-to-face meetings with the farmers 
which he said was his objective. Other 
Cabinet members are remaining aloof. On 
the Democratic side the Trumans, Harrimans 
and all the rest are relatively inactive. 
Almost 25 years ago, the U. S. embarked 
upon a Federal program of spending the 
country into prosperity. It won elections. 




















» Business, industry and agricul- 
ture were at a Standstill when the spend- 
and-elect principle impressed itself on 
Washington. There was only one source of 
money to start things rolling, and there was 
the incentive to dig it out and put it to 
work. Now a quarter of a century later, 
the politicians appear to believe that the 
same technigue can work in a time of national 
prosperity, full employment and a farm 
situation which demands, not income, but 
more income. The guilt doesn't rest with one 
party. Both are making promises over their 
heads=-cradle-to-grave uninterrupted 
income, rich retirement, televisions and 
automobiles in abundance everywhere and 
four-day week. The politicians still have 
the habits of the 1930's, but they don't 
have the money and cannot possibly deliver. 
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On-the-Spot Report on 








ALASKA 
and CANAD 


The poet, Robert William Service, captured 
the spirit of the Alaskan Territory around the 
turn of the century.... 


“This is the Law of the Yukon, that only 
the Strong shall thrive; 

That surely the Weak shall perish, and 
only the fit survive.” 


By V. L. HOROTH 


The objective of my vacation journey this 
year was to learn something by personal experience 
about North America’s perennial-‘‘frontier,” now 
being rolled back with a new vigor with the aid of 
the airplane and the bulldozer. For more than three 
weeks we criss-crossed by sea, by highway, and 
chiefly by air, parts of British Columbia and Alaska, 
and even ventured into the accessible parts of Can- 
ada’s Yukon Territory, the old Klondike, made fa- 
mous by the gold rush days of ’97 and ’98. 

Except for the Canadian Rockies from Jasper 
National Park south, this frontier land of North 
America can be recommended only to hardier trav- 
elers. But those who are willing to rough it on the 
Alcan Highway, or on some of British Columbia’s 
newly-opened roads, will be rewarded by some of 
the most magnificent scenery on the North Ameri- 
can Continent. Even the Canadian Rockies seem 
tame compared to the Mount McKinley Massif and 
the peaks of the Wrangell and Mt. St. Elias ranges. 
It would likewise be difficult to find anything to rival 
the wild grandeur of the Glacier Bay National 
Monument. 


Roadway is Primitive 


One of the roads that we ventured on—a dashed 
thin blue line on the map of British Columbia—will 
one day be known as the Yellowhead Highway and 
will connect Edmonton with Vancouver. But now 
the joy of driving through hundreds of miles of 
primeval forest and magnificent mountain scenery 
is tempered by a feeling of helplessness, and the 
road itself is in places no wider than a farm lane 
in rural New York. 

As a matter of fact, perhaps the most lasting 
impression that one carries from the journey to this 
continent’s great Northwest is that of enormous dis- 
tances and great emptiness. A name on the map is, 
as often as not, only a small fish cannery on one of 
British Columbia’s “canals,” the deep fjord-like 
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ered range after Value of Mineral Prod. (Mil. $) 
another. Cos ..... 
} Other minerals 
Transportation 

over vast distances 
increases the ex- 
pense, and trans- 
portation costs, 
perhaps more than 
anything else, are 
the major obstacle 
in Alaska’s and 


Coal mined (000 tons) 
Timber cut (mil. board feet) 
Value of farm prod. (mil. $) 
Deposits (mil. $) 
Automobiles (000) 
Population (000) 


Defense construction (mil. $) 
Cumulative 

Foreign Trade Imports (mil. $) 

Foreign Trade Exports (mil. $) 
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for me the differ- 
ence between the 
old and the new in 
frontier life. 

The Red Dog Sa- 
20.4 9.8 10.1 9.6-p loon is the most 
= =. 6 6 picturesque and 
liveliest among the 
scores of saloons 
that border Ju- 
neau’s main street. 
The place is filled 
with stuffed bear 
and moose heads, 
mounted salmon 
and seals, rock 
specimen and ol 
pistols. One can 
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Alaska, for ex- 

ample, is one-fifth that of the United States, or 
larger than all of Western Europe without the 
Scandinavian peninsula. From Ketchikan, which is 
the salmon-packing capital of the world and one of 
Alaska’s liveliest cities, to the end of the Aleutian 
Island chain is about as far as from Charleston, 
S. C., to Los Angeles. From Ketchikan to Point Bar- 
row on the Arctic Ocean slope, where the Navy has 
set aside a huge petroleum and natural gas-bearing 
area, known as Petroleum Reserve No. 4, is as far 
as from South Carolina to Montana. 

As for British Columbia, this province is consid- 
erably larger than California, Oregon and Washing- 
ton combined, and from Vancouver in the southwest 
corner to Ft. Nelson on the Alean Highway in the 
northeast corner is as far as from Florida to New 
York. Some of this vast territory is now being 
opened up by the Pacific Great Eastern Railroad, 
which is extending its mainline to Vancouver and 
to the Peace River area. It is said to be the largest 
railway - construc- 


of miners and fish 
ermen in the days when gold-mining and fisherie: 
were the mainstay of the Alaskan economy. 


Gold Mines In Trouble 


But those days are slowly passing. The once 
famous Alaska-Juneau Gold mine now is closed; in 
fact, gold mines all over Alaska are going out of 
business or limiting their operations. The fishing 
industry also seems to have seen its best days, and 
there is talk that the advance in fish-freezing meth- 
ods (trawlers now have fish-refrigeration units 
aboard) may result in fish being sent to more mod- 
ern canneries in the States. 

The main reason for this crisis in Alaska’s chief 
industries seems to be shortage of labor, and high 
costs and prices. As a matter of fact, tourists become 
quickly aware of Alaskan prices. The Red Dog Sa- 
loon charges about a dollar for a bottle of beer which, 
like 90% of everything that is consumed in Alaska, 
must be brought in 








tion job under- 





taken in North 
America in the last 
20 years. 

Population (000) 

Personal income (mil. $) 

Retail spending (mil. $) 
Capital expend. (mil. $) 


Red Dog Saloon 
and Kitimat Hotel 


Among the 
places that I like Gross value of prod. (mil. $) 
to recollect, two Forestry 
stand out: The Red Mining 
Dog Saloon in 
Juneau, Alaska’s 
capital, and the 
Kitimat Hotel, in 
Kitimat, a brand 
new city which the 
Aluminum Co. of 
Canada (Alcan) is 


Agriculture, cash income 
Fishing, market value 
Manufacturing (gross val.) 


Net value of prod. (mil. $) 

Pulp prod. (000 tons) 

Tourist spending (mil. $) 
Hydroelect. power (000 inst. hp) 
Prov. gross debt (mil. $) 


Looking Ahead with British Columbia 


from the States. A 
taxi charges 75 
cents for a_ two- 
block trip to the 
ship dock; a hair- 


1939-1945 


1950 1955 1975 


792 950 1,140 1,266  2,300-a cut is $2.50 and a 
379 723 1,336 1,965 4,500-a shoe shine 50 cents. 
242 438 1,061 1,380 3,150-a Rents are high be- 

896 = 2,266-a cause of the short- 


age of housing. 
Houses that sell 
for $20,000 in the 
States cost twice as 
much in Alaska, 
but they seem to be 
more solidly built 
to withstand cold 
weather. 

The Kitimat Ho- 
tel, built on a clear- 
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years ago, is quite a different place from the Red 
Dog Saloon. Modern and airy, it has no rooms for 
tourists but, to comply with British Columbia laws, 
it has two separate bars, for gentlemen and for 
ladies. The hotel is filled with the overflow of engi- 
neers, architects and construction workers who are 
waiting to be assigned quarters in houses, trailers 
and beach paddlewheelers. The city actually is 
growing before one’s eyes. Incorporated in 1953, 
it now has more than 20,000 people, mostly men. 
By the time Alcan’s smelter reaches its ultimate ca- 
pacity of 550,000 tons of aluminum a year, Kitimat 
will have a population of 50,000 and be the third 
largest city in British Columbia, ranking after Van- 
couver and Victoria. 

Kitimat is a city of bulldozers and trucks that 
are reshaping a wilderness into a modern, scien- 
tifically laid-out city consisting of neighborhoods, 
each with its own Hudson Bay Co., stores, banks, 
laundries, garages and other service establishments. 
A whole mountain of gravel is being taken apart 
to make streets and build a port; dynamite explo- 
sions, falling trees, and the roar of bulldozers merge 
in a subdued hum which apparently keeps every- 
body stirred up and excited. 

There are but few cars in Kitimat—there is no 
reason for having them. But now a daily train con- 
nection with the Canadian National mainline at Ter- 
race and a highway connection are expected to be 
finished in a year or two. 

Kitimat is not the only booming place in British 


Columbia. The whole province is smashing ahead 
at a rate—so the boosters claim—faster than that for 
the rest of Canada. This may be true, for people 
have been pouring into this province which, because 
of its relatively mild climate, is something of a 
“California” for the rest of Canada. The population 
now exceeds 1.3 million, having doubled in less than 
20 years. Half of the people are settled around Van- 
couver, bustling city of beautiful homes and gardens 
surrounded by magnificent water and mountain 
scenery. Vancouver now is proudly proclaimed the 
third largest city on the North Pacific coast, having 
outstripped its rival, Seattle. 


British Columbia: A Boosters’ Paradise 


Capital is pouring into the province too, for the 
expansion and the modernization of paper and pulp 
mills, sawmills, plywood factories, cement and asbes- 
tos manufacturing, chemical plants, as well as for 
the development of mining (copper, nickel, lead, 
zine, gold, and uranium), the construction of petro- 
leum and natural gas pipelines, the development of 
waterpower resources and irrigation. Only the 
ranchers (cattle, sheep) and fruit growers (apples, 
peaches, apricots) are complaining, because of poor 
harvests and uncertain markets in Europe. Capital 
expenditures in 1955 were put at almost $900 mil- 
lion, and personal incomes at nearly $2 billion. Over 
1,500 new companies are reported to have been or- 
ganized in 1955. Vancouver’s downtown skyline now 
is quite impressive. (Please turn to page 106) 


A Better View of the Size of Alaskan Territory May Be Had From Map 
Superimposed on United States 
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By WARD GATES 


The trend toward supplementing cash dividends 
to shareholders with a payment in stock in lieu of a 
higher cash payment has been spurred by the tight- 
ness in the money market. Of course, in the midst 
of the greatest capital-goods expansion program in 
the history of American industry, the desire to retain 
substantial amounts of- cash in corporate coffers 
would have been manifest anyhow, since innumer- 
able companies prefer to undertake expansion with 
retained earnings rather than resort to financing. 
But the trend toward tight money has made the 
device unusually popular. 

Actually, the disbursement of cash plus stock is an 
incient device, to which corporate directors have had 
‘esort for varied reasons. This year it has been 
stimulated by the high cost (or even the unavailabil- 
ity) of money, but for decades it has been the practice 
of companies which plowed back earnings into the 
business, seeking at the same time to offer modest re- 
wards to the owners of the enterprise. They delib- 
erately took this road to achieve corporate growth, 
calling on shareholders to share a future vision in 
lieu of immediate cash dividends. 


Popularity of ‘The Growth Stock”’ 


That management possessed considerable vision 
and shareholders ofttimes displayed rewarding pa- 
tience are reflected in the subsequent popularity of 
“the growth stock.” In the cash-plus-stock category 
these many years have been such outstanding per- 
formers as International Business Machines, East- 
man Kodak, Grand Union Co., Food Fair, Rohm & 
Haas, Gulf Oil, Sun Oil and Dow Chemical. 

Growth can be on the phenomenal side, as in the 
case of IBM. If you were around in 1914, you could 
have bought 100 shares of that stock for $2,750. If 
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" Cash plus Stock 


you shared the vision of management, you would 
have put up another $3,614 to exercise rights, made 
available in the 1920’s, to buy additional shares. 
After a few years, the company got away from 
issuing rights, going over to the cash-plus-stock 
formula. 

If you remained aboard, the $6,364 invested in 
IBM would now be worth well over $2 million, since 
you would be the owner of about 5,000 shares, now 
selling at $463 a share. This does not take into 
account the modest cash dividends paid by IBM over 
the years. These alone would have repaid the cash 
investment many times over. The company has paid 
some cash dividend in each year since 1916. 

This is not to say that every company that dis- 
burses cash and stock qualifies as a growth situation. 
Nor are we concerned here with companies which 
have suspended cash payments altogether and gone 
over completely to stock dividends. 

There have been numerous instances in which stag- 
nant companies, lacking cash resources or earnings 
power, have supplemented nominal cash dividends 
with stock extras to pacify restive stockholders. 

By and large, however, the cash-plus-stock formula 
is favored by growing companies in need of cash 
and, conversely, by stockholders who are reconciled 
to waiving cash in exchange for long-term benefits. 
Indeed, many investors have a strong preference for 
this type of situation. People in the upper and 
medium-income brackets, in this way, find an avenue 
for securing reasonable income while reducing the 
amount of their tax liability. Stock dividends are not 
taxable, except in highly specialized instances which 
do not affect the average investor. Hence, income in 
the form of stock dividends is doubly welcome, since 
it adds to the value of the investment without being 
subject to normal tax penalties. 
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There also is the matter of compound interest in 
the matter of stocks held over long periods. Thus, 
the holder of a round lot of Sun Oil in 1951 would 
have received a 10% stock dividend. An 8% stock 
dividend was paid in 1952 to this shareholder, on 
the 110 shares then held. A like dividend was paid 
on the rising number of shares in each of the two 
succeeding years and a 6% stock dividend was dis- 
bursed last year. Companies usually disburse cash in 
lieu of fractional shares. 


Vogue Likely to Grow 


Since it appears that business intends to go on 
increasing capital spending for the rest of the year, 
the cash-plus-stock vogue is likely to grow. Spending 
for new plant and equipment in the quarter just 
ended was at an annual rate of $36.3 billion. In this 
quarter that rate may reach $38 billion. The doubtful 
elements are dearth of materials, notably structural 
steel, and the pinch of money. If these hurdles can 
be overcome, then total plant and equipment expendi- 
tures for 1956 will amount to $35.3 billion, a rise of 
23°: from the record established in boom 1955. 
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This situation has bred a tight-money condition, 
reflected in the comparatively high rates corpora- 
tions now must pay for new bond issues and in the 
inability of many companies even to sell issues. 
Many corporations have turned to their own stock- 
holders, offering debentures convertible into stock or 
rights to purchase additional shares at less than the 
going market price. 

Obviously, the financing needs of each company 
are different. If prospects are that future earnings 
will fluctuate widely, directors probably would lean 
more toward equity than debt. Where the outlook 
is for a high degree of earnings stability, the per- 
centage of debt financing can be increased. No doubt, 
the present high level of debt financing would assume 
even greater proportions but for the credit strin- 
gency. As a result, many corporations have deferred 
financing. 

As noted in the foregoing, other companies have 
found they could meet their capital-spending needs, 
in whole or part, by restricting cash dividends to 
moderate amounts while offering stockholders sup- 
plementary stock dividends. Following, accompanied 
by comments, are (Please turn to page 103) 
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Joining Stock-Plus-Cash Plan in 1956 
> _ = | 
| 1956 | 
| Payment 1956 Earnings Per Share 
In Stock Payment Ist 6 Mos Price Range Recent | 
| » A In Cash 1955 1956 1955-1956 Price | 
—-— oe ~ — — | 
Aeroquip Corp. 5% $ .30 $1.43 $1.17! 1712- 8% 4 
American Chicle 10 2.122 4.19 2.31 67 -54'2 55 
American Encaustic Tiling 5 45 1.57 .80 1938-1218 16 
American Gas & Electric 2 1.03 1.95 1.07 4312-2652 38 
American Steel Foundries 5 1.80 3.17 5.50! 54 -295 45 | 
ee. —— Refining 2 ro 1.56 1.63! 20 -1258 17 
Austin Nichols 4 A 71 1.36- 14'2- 94 10 
Automatic Canteen 5 1.27%2 2.21 2.11! 29 -19 26 
Beaunit Mills 20 1.12% 4.42 82" 3712-1734 8 
Bendix Aviation 5 1.20 5.66 3.21! 63 -45 56 
Carolina Power & Light 5 82%2 1.70 1.71" 2772-23 24 
Cc lidated dries 50 75 1.85 97 2258-12 16 
Dayton Rubber 10 1.05 3.43 2.21! 2878-1558 28 
Eastern Air Lines 2 Pf 5.32 2.71 58 -35% 49 
Ekco Products 10 1.50 3.78 1.76 50 -3234 37 
Emerson Radio & Phon. 1 .30 1.28 02! 16%- 8 8 
Fedders-Quigan Corp. 5 45 .36 1.17! 13%- 9 10 
General Bronze 5 75 3.51 1.98 3638-2534 26 
General Contract 4 .20 1.61 86 2134-1412 15 
Harsco Corp. 2 1.00 3.92 2.55 43 -255s 38 
Hayes Industries 10 .90 2.59 1.14! 18'%-13'2 15 
Interchemical Corp. 15 1.95 4.79 2.67 5912-3258 56 
Lowenstein (M.) 2 1.12% 3.80 1.32 3134-21 21 
McLellan Stores 2 1.60 2.02 .26 298-1834 20 
Merritt-Chapman & Scott 412 1.00 2.00 1.19 2652-1838 19 
National Distillers 2 75 1.60 1.08 2858-19 27 
National Linen Service 2 .80 1.25 1.21! 143-118 12 
Penn-Texas Corp. 5 35 57 81 2272-12" 13 
oo & Axle a 1.50 3.79 1.52 3352-24'8 28 
onson Corp. 25 70 1.26 69 174-105 15 
Seagrave Corp. 5 30 1.31 56 31%4-16 17 
Sheil Oil 10 1.50 4.5 2.52 1002-492 88 
Smith-Corona 4 1.15 3.26 4.275 4634-2058 36 CS 
Socony-Mobil Oil 25 1.50 4.74 2.83 66 -39% 51 
South American Gold & Plat. 5 .30 1.05 52 12'2- 8% 6 
Standard Oil of Ohio 20 1.85 4.61 2.71 5972-35 52 
— oe Oil 5 30 2.27 1.23 302-2134 26 
nion Oi 10 1.80 4.12 1.77 6558-4152 59 
United Industrial Corp. 2 30 .06 57! 834- 57% 6 
Van Raalte Co. 2 1.65 3.46 1.36 394-2712 28 
Western Air Lines . 4 .60 2.67 1.50 2534-167 23 
Western Pacific R. R. 2 2.25 5.91 3.11 86 -5534 70 
Wilson & Co. 3 .50 1.72 1.97 1678-1052 14 
19 months. 4—12 months ended July 31, 1956. 
2—Year ended April 30, 1956. 5—Year ended June 30, 1956. 
3—Quarter ended June 30, 1956. 
Oe — 
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Utility Holding Companies 
Stage Strong Comeback 


By RICHARD COLSTON 


During the 1920’s and 1930’s the utility holding 
companies came into disrepute because many of 
them had been built up by a group of financial pro- 
moters, with highly-leveraged capital structures and 
with almost complete disregard for the usual yard- 
sticks of earnings and dividends. Fancy prices were 
paid for the stocks of small or medium-size operat- 
ing companies throughout the United States so long 
as holding company paper could be used in payment 
for them. 

Many different types of new securities were sold 
to the public, in some cases giving the investor a 
feeling that he had a prior claim on earnings while 
actually he was in quite a junior position. Tiers of 
holding companies were built up, one over the other, 
sometimes reaching eight or 10, until it was difficult 
to trace the chain of control and voting power. The 
promoter, sitting on the top holding company, fre- 
quently was able to control his utility empire with 
merely a token investment. 
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Some of these holding companies fell of their own 
weight like a house of cards in the 1930’s, leaving 
the courts and the trustees to winnow through the 
assets and salvage something for holders of the se- 
curities, Others like North American Company were 
not overcapitalized and survived for the time being. 
Meanwhile, in 1935 Congress had passed the Public 
Utility Company Act, and given the Securities and 
Exchange Commission the job of liquidating or 
streamlining the electric and gas holding companies 
(the telephone, transit and water holding companies 
escaped). 


Through the Wringer 


During the late 1930’s and early 1940’s the SEC 
called for recapitalization plans, and forced the sale 
of many small properties in order to pay off holding- 
company debts. In 1942, it was feared that the re- 
maining holding companies would be “sold down 
the river”—that their stockholdings in subsidiaries 
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would have to be dumped on close to 6% ; New England Gas 
the market for whatever they Leading Gas-Electric Holding & Electric, selling over-the- 
would bring. This resulted in Parisians counter fractionally higher, 
a bear market in utility securi- |} — _____if yields slightly less than 6%. 
ties pg Any 4 greater than 1955 Revenues The non-growth character of 
that o : e commission, (Millions) the New England area and the 
perhaps frightened by the evi- American Gas & Electric $258 migration of a substantial part 
dent results of such a drastic Southern Company 209 of the textile business (though 
program, gave the holding com- Suneeed Delile Uitittes ve replaced by varied industries 
panies a new lease on life, and such as machinery, electronics 
in many cases began a step-by- Se Couth Cetin _ etc.) has had a dampening ef- 
ste) process of reform. New England Electric System 130 fect. Added to this is the rather 

The statutory tests to which Texas Utilities 127 dour New England regulatory 
the holding companies had to West Penn Electric 125 setup. Share earnings of these 
conform were, however, quite Central & South West 114 companies have not shown very 
severe. The subsidiaries had to Si li ile Olen tae pa much growth over recent years, 
be in contiguous states and only pitas <1 although the record of New 
two holding companies could be England Gas & Electric is, all 





superimposed on a group of 

operating companies. The commission also required 
an equity ratio of at least 25%, although one or two 
exceptions to this rule-of-thumb policy were permit- 
ted. Any holding of 5% or more was deemed to give 
working control of a subsidiary. By the early 1950’s 
the program was largely completed, aithough a few 
odds and ends remained to be done, 

There now are some nine major gas-electric hold- 
ing companies, all of which have conformed to the 
Act. (Please note the accompanying table.) 

Of these holding companies, only three (New 
England Electric, New England Gas & Electric and 
American Gas & Electric) survived with their iden- 
tity unchanged. West Penn Electric came out of the 
old American Water Works & Electric System, and 
Southern Company out of Commonwealth & South- 
ern; Midd!e South Utilities and Texas Utilities were 
offshoots of Electric Bond & Share’s subholding com- 
panies, Electric Power & Light and American Power 
& Light; Central & South West represented the re- 
mains of the old Middle West System operated by 
Samuel Insull, and General Public Utilities emerged 
as part of the old Associated Gas System. 

In general, each original holding company sold 
enough securities to pay its debts, and stock of out- 
lying properties, in some cases, were distributed 
to stockholders. The nucleus of adjacent subsidiaries 
then became a new holding company system, after 
they had been thoroughly “purged” by the SEC. The 
new holding companies, when finally launched, were 
in excellent accounting and financial shape, and in- 
vestors in their stock have obtained substantial 
appreciation as a result of their post-war comeback. 

Following are thumbnail sketches of the nine sys- 
tems as they now are set up: 


NEW ENGLAND ELECTRIC SYSTEM AND NEW ENGLAND 
GAS & ELECTRIC together serve a substantial part of 
the New England area, centering mainly in Massa- 
chusetts and Rhode Island. Both systems were per- 
mitted to retain substantial amounts of debentures 
or collateral trust bonds since this was the only 
practical way they could be effectively reorganized 
(other holding companies were allowed little, if any, 
parent company debt). 

For this reason, perhaps, the stocks of these two 
holding companies have not acquired the high in- 
vestment status enjoyed by other holding-company 
stocks, as indicated by the generous yields obtain- 
able. New England Electric System, for example, 
selling recently around 17 and paying $1, yields 
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things considered, better than 
that of New England Electric System. 


GENERAL PUBLIC UTILITIES, under the dynamic man- 
agement of Al Tegen, has enjoyed steadily increas- 
ing earnings and dividends, and the common stock 
has had a good market record. The system controls 
four major utilities in New Jersey and Pennsylvania 
and also Manila Electric in the Philippines. Mr. 
Tegen was able to get a special bill through Congress 
recently in order to retain GPU’s control of Manila 
Electric—no mean feat considering the fate of some 
other utility bills. GPU has been selling recently 
around 3714 and paying $1.60 to yield 4.3%; an 
increase in the dividend rate is expected soon. Earn- 
ings for the 12 months ended June 30 were. $2.87, 
compared with $2.56 for the preceding 12 months. 


AMERICAN GAS & ELECTRIC is a very popular growth 
stock at present, selling at over 18 times earnings 
despite the recent decline in the market. The system 
embraces a number of large operating companies in 
five states centering around Ohio, full interconnected 
and integrated. President Sporn, who is rated a 
genius in electric engineering research, has devel- 
oped substantial operating economies by building 
large generators, situating his plants near coal 
mines, and thus obtaining very cheap steam power. 
His plans for a $700 million expansion program and 
for the servicing of aluminum companies in the Ohio 
Valley have caught the imagination of the Street, 
resulting in a rise in the stock from last year’s low 
of 2654 (after adjustment for the stock dividend) 
to the recent high of 4314, an increase of 63%. The 
company’s past record of share earnings has not 
shown the rate of gain usually deemed necessary to 
achieve this market status, but presumably institu- 
tional analysts look for sharper gains over the next 
two or three years. 


WEST PENN ELECTRIC has had a fairly good record 
of increasing share earnings considering its original 
handicap of a low equity ratio (24%) when the 
stock came into the hands of the public. During 
earlier years it was necessary to sell large amounts 
of common stock not only to provide for growth but 
also to raise the equity ratio to the present level 
around 30%. However, this program has now been 
substantially completed with the result that equity 
financing is only done every three or four years. 
(A moderate-size issue is expected next spring). 
Despite this summer’s (Please turn to page 96) 
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Mechanical Cost-Cutters 
Thrive on Labor Savings 


By H. F. TRAVIS 


Tis materials-handling-equipment industry 
has shown substantial growth in recent years, with 
annual sales increasing at the rate of 10% to 25% 
a year. There are strong indications that this trend 
will continue over the next decade, with occasional 
interruptions owing to cyclical declines in general 
business. 

Factors which have been responsible for the 
growth of materials-handling-equipment companies 
seem likely to continue to remain in operation for 
the foreseeable future. It is estimated that the pro- 
portion of total costs in the average factory ac- 
counted for by the movement of raw materials and 
finished products represents nearly 25% of the total 
cost of production or as much as 50% of total labor 
costs. 

In the movement of materials, manufacturers have 
been able to effect substantial economies since World 
War II. This has been done by the substitution of 
mechanical-handling equipment for common labor to 
do the lifting and hauling. It has been discovered 
that with relatively small investments in handling 
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equipment, important economies could be effected 
quickly and easily. In many cases, it has not even 
been necessary to disarrange production lines, for 
the new types of handling equipment are so flexible 
and mobile that they can be used anywhere in the 
plant. 


Factors Making for Growth 


Two important factors account for the growth 
of handling-equipment sales and point to continued 
expansion in the future. These are, first, the steady 
rise in wage rates, and, second, the general capital- 
goods boom, which is resulting in record-breaking 
expenditures for new plants and equipment this 
year. 

Capital spending for new plants and equipment 
in 1956 will set an all-time high of over $35 billion, 
or 23% more than last year’s total. This year’s total 
includes expenditures for many new plants. The 
handling systems needed to equip them have run 
into very large sums. Over and above such new 
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installations, the materials-handling industry is en- 
joying an abnormally large re-equipment market, 
as manufacturers seek to overcome rising costs of 
labor by installing new and improved handling ma- 
chinery in old plants. 

Labor costs per man hour worked are apparently 
going to continue to rise, year by year. Industry has 
not been able to check this trend during the last 20 
years and there is nothing on the political or eco- 
nomic horizon which points to an even temporary 
check to labors’ gains. Actually, many industries 
now are accepting annual boosts as inevitable and 
are entering into long term three and five-year 
contracts ealling for wage gains ranging from 6 
cents to 10 cents an hour. In addition, costly fringe 
benefits — pensions, supplemental unemployment 
compensation, etc.—are being granted or are being 
steadily liberalized. 


The Quest for Offsets 


This places tremendous competitive pressure on 
management to offset some of these new labor costs 
by mechanizing operations wherever possible. Fail- 
ure to make such investments may mean that manage- 
ment will not be able to meet low prices established 
by more efficient competitors who are constantly 
reaching for a larger share of the market in any 
commodity. 

The present tight money policy of the Federal 
Reserve Board has unquestionably tended to slow 
down the capital-goods boom, and this will have 
some impact on earnings of materials-handling pro- 
ducers in the second half of 1956. 

The rise in interest rates and the tightness of 
money already are discouraging some companies 
from carrying out capital investments which they 
had planned. Steel shortages have also resulted in 
a dip in production of capital goods. 

Hence, there is a good chance that the current 
capital-spending peak will not be equaled for some 
months, particularly if the Federal Reserve Board’s 
tight money policy continues to result in higher 
interest rates. For now borrowing costs have 
reached a point where companies planning invest- 


ments in capital goods, such as material-handling 
equipment, must evaluate the savings effected with 
the use of such equipment against the high interest 
rates, and also against the risks that accompany 
going into debt. But there are excellent prospects 
that materials-handling investments will continue 
next year to run along at a rate slightly better than 
the average for this year, although they may not be 
equal to the peak levels of this year’s best months. 


The Material Handling Equipment Institute es- 
timates that sales of materials-handling equipment 
manufacturers this year will exceed the 1955 all- 
time high by 10%. A survey by the institute shows 
that equipment-makers are expecting that their 
sales in 1957 will show a gain of slightly less than 
10% over the 1956 total. Some producers are antici- 
pating gains of 15%, and others believe they will 
do no better than equal this year’s total. 


Rush to Beat Price Boosts 


Materials-handling producers reported that sec- 
ond quarter bookings were 17‘: higher than the 
first quarter of 1956 and 34% higher than the 
second-quarter bookings of 1955. The second-quarter 
total was the highest reported by the industry in 
three years. 

This unusual activity in the second quarter prob- 
ably stemmed partly from the race of customers to 
book orders before manufacturers’ price rises be- 
came effective. With higher steel prices and higher 
labor costs regarded as inevitable around mid-year, 
buyers felt that it was wise to get their orders in 
before July 1. 

Makers of materials-handling equipment fall into 
several groups. One group consists of makers of lift 
trucks and portable elevators. Another group con- 
sists of members of the Caster Floor Manufacturers 
Association. A third important group consists of 
the conveyor-equipment manufacturers. Overhead 
traveling cranes, hoists and monorail systems con- 
stitute another category of materials-handling equip- 
ment. 


Growth has been (Continued on page 100) 


























12 With A Stake In Materials Handling 
| 1954 1955 —1956- 
| Net Net Net Net Ist 6 months Annual 
| Sales Per Sales Per Net Sales Net Per indicated Recont Price Range Div. 
(mil.) Share (mil.) Share (mil.) Share Div. Rate Price 1955-56 Yield 
Allis-Chalmers Mfg. $492.9 $3.60 $535.0 $3.03 $294.2 $1.44 $2.00 32 4012-3058 6.2% 
American Chain & Cable 72.2 3.29 101.1 5.75 60.5 3.66 2.50 53 542-3512 47 
Chain Belt 39.5 3.87 45.2 5.66 42.4! 4.89! 3.25 64 7512-4358 5.0 
Clark Equipment 101.9 2.51 150.6 4.23 75.7 2.01 2.00 56 752-26'2 3.5 
Harnischfeger Corp. 62.4 3.53 66.2 2.02 37.3 1.68 1.60 35 41'2-23%4 45 
Hewitt-Robins Inc. 35.5 2.82 47.1 4.21 25.6 1.34 2.00 36 4612-31" 5.5 
Joy Manufacturing 65.1 2.12 81.9 3.18 89.8- 4.50- 1.85- 56 637-2072 3.3 
Link-Belt 111.2 3.24 129.4 4.45 82.3 2.88 3.00 68 73-46% 4.4 
Otis Elevator 118.6 2.36 120.8 3.00 63.3 1.38 2.00 43 5034-3012 4.6 
Penn-Texas Corp. 13.3 79 81.0 57 58.7 81 35% 12% 227%-12"% 2.8 
Towmotor Corp. 17.5 1.36 23.4 2.93 15.1 2.07 1.20 31 3534-1034 3.8 
Yale & Towne Mfg. 87.8 1.15 104.9 2.50 62.2 1.50 1.50 29 3418-2078 5.1 
'_9 months ended July 31. *—9 months ended June 30. *—Plus stock. 
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Sulphur Producers 
Prospects, Problems 


By L. A. Lukens 


I hasn’t, as yet, developed into a formid- 
able threat, but American sulphur producers are 
keeping a wary eye on sulphur doings down Mexico 
way. 

For years, fully 90% of the world’s native 
sulphur production has come from the salt dome 
deposits situated chiefly in the Gulf Coast area 
of Louisiana and Texas. Output from these domes 
in 1955 totaled about 5.7 million tons, this being 
approximately 82.6% of an estimated production 
for the year of 6.9 million tons, including sulphur 
recovered from gases which contributed 390,000 
tons, sulphur contained in pyrites 400,000 tons 
and sulphur from other sources 410,000 tons. 

While total output ran 250,000 tons ahead of 
the preceding year, domestic consumption plus 
exports outdistanced this increase, rising 400,000 
tons to an estimated 7.1 million tons. On the basis 
of these figures, actual 1955 production of U. S. 
sulphur from all sources fell short of matching do- 
mestic consumption and exports by approximately 
200,000 tons. 


Developments Beiow Rio Grande 
Why, that being the case, this great concern in 


sulphur developments south of the border? The 
answer is found in the reports that have been com- 
ing up from the Isthmus of Tehuantepec in the state 
of Veracruz, Mexico. This is the area which only 
a few years ago was a veritable jungle. Today, almost 
the entire width and 180-mile length of the isthmus 
is being probed for additional sulphur deposits fol- 
lowing the discovery and proving of, so far, five 
sulphur domes and close to 100 million tons of 
reserves. 

Although sulphur has been found in abundance 
throughout the world in the form of metallic sul- 
phides, principally pyrites, natural sulphates, and 
sulphide gases linked with petroleum and natural 
gas, the most valuable deposits are those of native 
sulphur, or brimstone, especially where it occurs in 
salt-dome deposits from which it can be mined by 
the Frasch process. 

This not only is a low-cost method but sulphur so 
produced is purer and easier to use than that from 
any other source. As a matter of fact, the Frasch 
method of sulphur-mining made the U. S. a major 
factor in world sulvhur production and contributed 
much to the growth of this country’s big sulphur 
producers which (in the order of tonnage output) 
include Texas Gulf Sulphur Co., Freeport Sulphur 
Co., Jefferson Lake Sulphur Co., and Duval Sulphur 
& Potash Co., the latter being about 74.7% owned 
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by United Gas Corp. 

In the Frasch process, a well is drilled into the 
sulphur formation. The well is equipped with a trio 
of concentric pipes of different diameters through 
which super-heated water—as high as 350 degrees F. 
—is forced under pressures up to 120 pounds per 
square inch into the formation to melt the sulphur. 
Through another pipe, compressed air forces the 
molten, virtually pure sulphur to the surface where 
it is sprayed into storage vats to cool and solidify. 


The Mexican Sulphur Producers 


From a production standpoint, the Mexican sul- 
phur producers, using the Frasch process, should be 
abie to operate on better than even terms, con- 
sidering the lower wage scales in that country com- 
pared with their contemporaries in the U. S. Because 
of the estimated huge reserves in known deposits 
on the isthmus and the likelihood of additional sul- 
phur formations being developed, predictions are 
that eventually Mexico will become the foremost 
native sulphur-producing country of the world. This 
goal, however, in all probability will not be attained 
next year, or the one after that. What has been 
achieved so far has been about 10 years in the doing, 
which began with the original exploratory work by 
the Brady boys, a trio of brothers who first became 
interested in the isthmus’ sulphur potentials as a 
result of their activity in prospecting for oil in the 
area. From this beginning they brought into exist- 
ence Mexican Gulf Sulphur Co. and the Gulf Sul- 
phur Corp., later selling their interests in both 
companies to a Texas-New York combine. Mexican 
Gulf Sulphur, with the blessings of the Export- 
Import Bank, manifested by a $3.9 million loan, 
invested over $6 million in production facilities 
begun in 1952. Through its Mexican subsidiary the 
first sulphur shipment from its San Cristobal, Vera- 
cruz, plant, was made in June, 1954. Simultaneously, 
it constructed dock facilities at Coatzacoalcos to 
accommodate two ocean-going vessels at a time. 


Enthusiasm Developed Too Soon 


At the time of making the initial sulphur ship- 
ment, Mexican Gulf announced that its San Cristobal 
plant had been designed to produce 200,000 tons 
of sulphur a year and could be economically ex- 
panded to produce 500,000 tons annually as addi- 
tional reserves were developed. The company’s stock, 
traded in the over-the-counter market. reflecting 
speculative enthusiasm, ran uv to a 1955 high of 


11%, only to drop from that pinnacle to where 
currently it is quoted around 15% bid, 134, asked. 
This downgrading of the issue marketwise reflects 
Mexican Gulf’s difficulties. From its property, once 
appraised as one of the richest on the isthmus, pro- 
duction has fallen to a trickle, due perhaps to tech- 
nical difficulties, but even so, it is difficult to pass 
unheeded the ominous statement attributed to the 
company’s president to the effect that “we can only 
hope and pray that we find an ore body from which 
we can produce profitably.” It could be that Mexican 
Gulf Sulphur got off to too fast a start. Obviously, 
it is now in serious difficulties. 


Two Other Mexican Producers 


What could prove a boon to the company would be 
a merger with Gulf Sulphur Corp. Conversations 
with this in mind, it is understood, have been going 
on between company officials. Gulf Sulphur, through 
its wholly-owned subsidiary, got into production 
only last May. Output recently was increased to 
500 tons a day and could be further raised to 1,000 
tons. In its first earnings statement since production 
got underway, it showed, for the six month ended 
June 30, a deficit of 10 cents a share on the 2,337,- 
048 common shares currently outstanding. 

With production at a 500-ton daily rate through 
the final half of the year, and with certain non-re- 
curring expenses out of the way, the company 
should be able to wind up 1956 in the black. 

The merger talks continue to be a matter for con- 
jecture. The advantage to Mexican Gulf Sulphur 
would be that it would get the benefit of Gulf Sul- 
phur’s technical staff while the latter would have 
the use of Mexican Gulf’s port facilities, installed 
at a cost of approximately $750,000, and the plants 
of both companies which are close to each other could 
be operated under a single management. 


Of the three producing companies operating on 
the isthmus, Pan American Sulphur Co., appears 
to have made the greatest progress. This company 
is another Brady creation that has been financed 
by Texas oilmen. It has a 23,500-acre concession 
on the isthmus where its wholly-owned Mexican 
subsidiary has developed the Jaltipan Dome with 
current reserves put at above 30 million tons of 
sulphur. Production got underway in 1955, total 
output for that year amounting to approximately 
400,000 tons, from which it netted income of $378,- 
028, equal to 20 cents a share on its 1,886,291 com- 
mon shares then out- (Please turn to page 108) 











Major Sulphur Producers in U. S. and Mexico 
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1954 1955 1956 
Ist 6 Months 
Net Net Net Net Net Net Indicated 

} Sales Per Sales Per Sales Per Div. Price Range Recent Div. 
(mil.) Share (mil.) Share (mil.) Share Rate 1955-56 Price = Yield 
} : 
| DUVAL SULPHUR & POTASH ................ $13.3 $3.07 $13.3 $3.06 $ 6.6 $1.61 $1.25 5252-25 34 3.6% 
@. .° .@  .” URBNIIIIrITIrE ITT En 57.3 4.20 63.2 4.96 34.2 2.71 3.00 9834-68 87 3.4 
PF (Se RRa ITS EaER error NA NA NA NA NA *= 4.10 = 1334- 8% 9 = 
| JEFFERSON LAKE SULPHUR .................... 8.8 3.01 9.2 2.32 NA 1.41 1.60 4852-26 33 48 

MEXICAN GULF SULPHUR .................... pe d 52 1.5 41.18 3 4d 40 _ 11%- 1% 1% = 
| PAN AMERICAN SULPHUR .................... NA — 3.3 .20 8.21 . 1.011 25 33-22% 25 1.0 

TEXAS GULF SULPHUR |... 84.5 3.05 93.5 3.23 44.6 1.47 2.00 4478-2958 30 6.6 

4_ Deficit. 1—12 months ended August 31. NA—Not available. 
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| Prosperity Without Diversity 


| Single-Product Companies 
Faring Well With Mainstays 


By JAMES HASKELL 


There is the classical fable about the beasts 
gathered in the forest, boasting of their large fami- 
lies. As we recall it, the hyena bragged he had six 
offspring, the jackal told of his eight children and 
the rabbit told of his 12 young ones. So it had gone 
for an hour, with one creature after another seeking 
to outdo the one who had spoken before. 

When all the animals had spoken their piece, the 
puffed-up rabbit noted the lion had remained silent. 
“And how many children have you?” inquired the 
rabbit. 

“T have only one,” replied the king of the jungle, 
“but that one is a lion!” 


’ 


Bucking the Trend 


It is a far cry from the fabled forest to the indus- 
trial woods. Not many kingpin companies today are 
limited to a single offspring. This is the Age of the 
Rabbit, an era of industrial diversification, achieved 
by way of merger or through outright acquisition. 
In the process, the number of one-product companies 
has dwindled alarmingly. And the number of single- 
item companies that has burgeoned, while resisting 
the trend, is extremely small. 

A better idea of the paucity of such entities ma) 
be gleaned from scanning the stock tables. Aside 
from an occasional cement, tobacco, gum, soft drink, 
shoe or food producer, the single-product company is 
fast disappearing from the financial lexicons. Few 
lions, aside from such specialized fields, stand on 
their feet in an age in which the fellow with the 
large family is king. 

There is no dearth of these multiple-product oper 
ations, those companies with a bewildering product 
array stemming from the merger-acquisition vogue. 
A coal and iron company, which can trace its his- 
tory back for nearly a century, has acquired a line 
of underwear. Food processors have expanded into 
chemistry, defense materiel and appliances. And 
the appliance manfacturer feels it no longer is 
enough to make a good gadget—he must have a well- 
rounded line. A textile manufacturer has added to 
his line merchant shipping, aircraft components, 
precision instruments and electronic devices. Dis- 
tillers have become druggists. 


Shoemakers that Stick to Their Last 
Still some people have found that the grass 
also is green in their own backyard. By intensive 
cultivation, they have managed to fare rather well. 
These companies have found the limited line no 
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A Cross-Section of Single-Product Companies 
—_——— 1944 —— ——_— 4955- —-—-_—— 1956 

Net Net Net Net Earnings Indicated 

Sales Income Sales Income Per Div. Per Recent Div. 

— —_—_—_———_Millions) —_—_-_— - Share Share Price Yield 
AMERICAN BANK NOTE $ 17.5 $ 2.3 $ 21.4 $ 1.7 $ 2.45 $1.10 30 3.6% 
AMERICAN CHICLE 27.3 5.1 50.8 5.9 4.19 3.00! 54 5.5 
AMERICAN SUGAR 169.8 47 325.8 8.3 11.59 6.00 93 6.4 
AMERICAN TOBACCO 764.1 29.8 1,090.8 51.6 7.45 5.00 75 6.6 
COCA-COLA ..... 125.4 25.3 252.8 27.4 6.44 5.00 106 47 
CREAM OF WHEAT ; 7.8 1.4 10.5 1.1 1.88 1.85 28 6.6 
HERSHEY CHOCOLATE 77.2 8.4 151.6 10.6 4.23 2.75 51 5.3 
INTERNATIONAL SHOE 135.0 5.4 262.4 10.4 3.10 2.40 39 6.1 
LONE STAR CEMENT 39.8 5.2 91.5 14.7 5.11 2.80 89 3.1 
MELVILLE SHOE CORP. 63.8 3.8 114.4 6.3 2.24 1.80 29 6.2 
NEHI CORP. 7.6 1.4 14.2 1.2 1.27 .80 14 5.7 
SCHICK INC. 7.9 8 24.6 2.5 2.08- 1.20- 20- 6.0 
TEXAS GULF SULPHUR 39.3 15.2 93.5 32.3 3.23 2.00 30 66 
WRIGLEY (WM.) JR. 37.5 6.5 86.0 11.6 5.91 5.00 89 5.6 

1_Plus stock. *—Reflects adjustment of 2-for-1 stock split effective Oct. 16, 1956. 








problem, judged on the basis of post-war earnings 
and dividends. While all have excellent records, 
their purchase, in all instances, should be deferred 
in the light of a stock market that is dogged by 
uncertainties. 


AMERICAN CHICLE CO. is the second largest producer 
of chewing gum, a stable industry that has shown 
considerable growth in the post-war decade, aided 
by population increase. Sales in 1945 totaled $26 
million. Thus, the record $50,815,000 registered last 
year represented a doubling of the volume within 
a deeade. The net profit last year, totaling $5,989,000, 
equal to $4.61 a share, also established a new peak. 

Its Chiclets and Dentyne, along with Adams line 
of gum, are the mainstays of the business. Stability 
of the business is reflected by the showing in the 
first six months of 1956, when net totaled $3,294,900, 
equal to $2.31 a share, based on the additional 
shares outstanding as the result of a 10% stock 
dividend paid this year. This compares with net of 
$3,030,800, or $2.12 a share, in the like 1955 period. 
The company is expected to retain the $3 annual 
payout of 1955 and 1954. In prior years, shareholders 
received $2.50 annually. This conservative income 
stock has a record of paying some dividend in each 
year since 1926. 


MELVILLE SHOE CORP., literally, is a case of the shoe- 
maker sticking to the last, with highly creditable 
results. Its New England factories produce the shoes 
that are sold in some 900 stores, situated in 426 cities 
across the country. Such names as Thom McAn, Miles 
and John Ward, above the lintel of these stores, are 
familiar to every American household. 

Melville Shoe is another example of a single- 
product company that has doubled its volume over 
the post-war decade, soaring from less than $57 
million in 1945 to a record $114,496,000 last year. 
Earnings also reached a new high, amounting to 
$6,355,000, equal to $2.24 a share. This compares 
with $5,980,000 and $2.11 a share in 1954. 

Despite poor weather conditions at the Easter 
season and during the early spring, Melville Shoe 
racked up record sales and earnings for the first half 
of 1956. Net profit was $2,942,000, equal to 94 cents 
OCTOBER 


13, 1956 


a share, compared with net of $2,914,000, or 93 cents 
a share, in the first half of 1955. Sales in the first 
half of this year soared to $58,333,000, from $53.,- 
431,000 a year earlier. 

Melville Shoe is no less determined to grow than 
the most aggressive diversifier. Only the Melville 
growth has come within the business that made it 
one of the leading manufacturers and retailers of 
footwear. Its steady growth has been achieved by 
entering new and expanding markets, with major 
enphasis on shopping centers. Store sales have had 
an unbroken rise since 1951. They reached $106,- 
722,000 last year. The balance came from sales to 
the Government and outlets other than its retail 
stores. 

Melville Shoe has been disbursing $1.80 annually 
to its common stockholders since 1948. Something 
new was added last year—1/20 of a share of 4% 
Series B $100 par cumulative preferred. This raised 
the 1955 payout to the equivalent of $2 per share. 
The company has paid dividends consecutively for 
40 years, the span over which it has functioned as 
a corporation. Since it was organized in 1892, the 
operation has never had an unprofitable year. Like 
most one-product companies, its shares lack “kick,” 
but the dividend is liberal for investors seeking an 
income producer of good quality. 


CREAM OF WHEAT CORP., which produces the famed 
breakfast cereal of that name, has achieved a highly 
stable earnings and dividend record since it was 
listed on the New York Stock Exchange in 1929. Net 
has ranged from a low of $1.54 per share in 1942 to 
a high of $3.13 in 1929 and last year was $1.88. For 
the six months ended June 30, 1956, net profit was 
$445,000, equal to 74 cents a share, compared with 
$416,000 and 69 cents a share in the first half of 
1955. 

For all 1955, net sales were $10,502,000, an all- 
time high, and compared with $10,325,000 in 1954. 
The slight increase was due to a full year’s benefit 
of price increases, which offset a small decline in 
unit sales. The decline in net last year to $1.88 a 
share from the $2.08 registered in 1954 was due 
primarily to the continued high cost of the wheat 
products from which (Please turn to page 96) 
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Dollar Averaging 


The most fool-proof long-pull 
investment method of building 
capital is to employ fixed amounts 
of accumulating savings in care- 
fully selected growth stocks on a 
systematic dollar-averaging basis, 
making purchases on a regular 
schedule, whether monthly, quar- 
terly or semi-annually. It avoids 
the wide margin for error in- 
volved in trying to “‘outguess” the 
market. It focuses attention on 
stock selection. It makes one much 
more inclined to emphasize invest- 
ment quality, company strength 
and vigor, and long-range poten- 
tials. It assures a_ satisfactory 
long-term average of investment 
costs, since more shares will be 
bought at low than at high prices. 
Most pension trusts and some 
other funds make their equity in- 
vestments about as continuously 
as new money therefor comes in. 
As we have pointed out before, 
sticking to a dollar-averaging pro- 
gram requires real intestinal] for- 
titude and patience on the part of 
individuals in the inevitable peri- 
ods when, as recently, their stocks 
move downward, and it is easy to 
become scared. But if you aban- 
don an established dollar-averag- 
ing program, or significantly alter 
the scheduled purchase dates be- 
cause you think the market will 
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go lower, you lose the primary as- 
surance that the method provides. 
If you have been dollar-averaging, 
keep it up. Otherwise, you are 
right back to fallible judgment in 
timing, to probable mistakes and 
to floundering. 


Different 


Regular purchases with accu- 
mulated savings generally in- 
volve commitments of modest to 
moderate amounts cash at any 
one time. Thus, the effect of nor- 
mal market swings on average 
cost of total holdings can be noth- 
ing to worry about if programs 
have been in effect for any fairly 
extended period. The problem is 
entirely different for those hold- 
ing important sums of cash for 
“one-shot” employment, and aim- 


ing at an opportune time. In our 
opinion, this is not an opportune 
time. 


Example 


Around 69, Dow Chemical is 
high on reported earnings, much 
less so on “cash-flow” earning 
power, a_ substantial part of 
which will, in time, translate into 
bookkeeping profits available for 
dividends. Judgment argues 
against buying the stock here— 
yet it remains entirely suitable 
for continuing accumulation in 
dollar-averaging programs here- 
tofore started. It can go off as 
much as the industrial list in bear 
markets, as we have pointed out 
and detailed before. But the other 
side of the coin is that it rises 
more than the industrial list in 








Froedtert Corp. . 








INCREASES SHOWN IN RECENT EARNINGS REPORTS 


. Year July 31 


1956 1955 | 








$1.73 $1.41 
Compo Shoe Machinery 6 mos. June 30 54 42 
Baldwin Rubber Co. Year June 30 2.28 1.70 | 
Manati Sugar Co. Year June 30 -62 25 
Consolidated Foods Year June 30 1.77 1.54 
Celotex Corp. . sat 9 mos. July 31 4.97 3.50 
Chesapeake & Ohio Rwy. 8 mos. Aug. 31 5.20 4.62 | 
Chickasha Cotton Oil .. ... Year June 30 2.02 1.35 
Oklahoma Natural Gas . .. 12 mos. July 31 2.21 1.76 
Spencer Chemical Co. ......... . Year June 30 4.73 4.04 
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bull markets, thus retaining an 
advantage in long-term capital 
building. Suppose you “play it by 
ear,” instead of dollar-averaging. 
In that case, you will neither buy 
at a cyclical bottom nor sell at a 
eyclical top. You might miss both 
by a wide margin. Suppose you 
bought at 40 and decided the 
stock was high enough at 60, for 
a 50% gain. After the 25% max- 
imum tax, you actually get the 
equivalent of 55. But the stock 
subsequently went to a _ recent 
high of 82%. Thus, it would have 
to decline over 33% from the high 
to permit you to break even on a 
buy-back operation. Whether it 
might fall that much is conjec- 
tural. If not, you have lost posi- 
tion. If it declines that much, 
probably you will hold out for 
more; and you could be wrong 
again. Against all this, people 
who have been dollar-averaging 
in the stock for some years are in 
a quite comfortable position, free 
of guessing and worrying about 
what the market may do. 


Selections 


But any portfolio, whether 
built on  dollar-averaging in 
growth stocks, or otherwise, must 
be watched closely. Some judi- 
cious switches will inevitably be- 
come advisable from time to time, 
in line with changing company 
prospects. In selecting growth 
stocks — and others — the past 
record is only a partial guide. Is 
the potential for future growth of 
earnings still considerably better 
than average? Not if a company 
has become so large and mature 
that its previous rate of growth 
must be slowed. Not if increased 
competition significantly limits 
further growth of sales and/or of 
profits. Certainly at this stage, 
your standards in appraising al- 
leged long-pull growth stocks 
should be tightened up. A good 
many of the “growth stocks” 
touted in recent years of bull- 


market optimism either have 
dubious claim on such a label or, 
in our view, a much less dynamic 
potential for additional profit 
growth than many imagine. To 
cite a few examples, we think 
that profit growth potentials have 
been materially reduced as com- 
pared with growth rates in the 
past five to 10 years—or that in 
some instances they have for 
some time been no better than 
average—in the case of the fol- 
lowing stocks, all included here- 
tofore in some touted “growth 
stock” lists: Bendix Aviation 
(competition), Carrier Corp. 
(competition), du Pont (bigness), 
General Electric (bigness and 
competition), Dixie Cup and Lily- 
Tulip Cup (competition), Inter- 
national Paper and most other 
paper stocks (too much expansion 
of capacity), Goodrich and other 
leading tire stocks (bigness and 
competition), Radio Corp. and 
most others in the electronics 
manufacturing field (with much 
sales growth indicated, profit po- 
tentials have been exaggerated 
all along). 


Promising 


Here is a partial list of com- 
panies which, in our view, are not 
yet approaching maturity, and 
which appear to be in line for 
considerably better than average 
longer-range growth of earnings: 
National Lead, Minnesota Mining 
& Manufacturing, Dow Chemical, 
Hercules Powder, Air Reduction, 
Johnson & Johnson, Merck, Pfizer, 
Outboard Marine, National Gyp- 
sum, American Airlines, Eastern 
Air Lines, Halliburton, Sunbeam 
Corp., Ex-Cell-O, Aluminum Com- 
pany, Reynolds Metals, Owens- 
Corning Fiberglas, Florida Power 
& Light, Texas Utilities, McGraw- 
Hill, Phillips Petroleum, Shell Oil, 
and Southern Natural Gas. To 
cite them is not to urge current 
buying. Most, though not all, are 
high on the present reckoning. 
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Allied Stores Corp. ... 

Great Northern Rwy. ....... 
Atlas Plywood Corp. Saaeatnerces 
Re IIIS GRR, con. cseccsscccssscsesoaees 
New York Central R.R. ....... 
Lerner Stores Corp. ........... 


International Harvester 
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Minute Maid Corp. .....................-0-..000000000 








1956 1955 

Quar. July 31 $ .45 $ .56 
8 mos. Aug. 31 2.94 3.12 

. Year June 30 15 -90 
8 mos. Aug. 31 4.85 5.28 
.. 8 mos. Aug. 31 4.08 5.31 
. 6 mos. July 31 51 72 
6 mos. July 31 -40 58 
Quar. July 31 -66 71 
Quar. July 31 -62 1.18 
Quar. July 29 -50 1.04 








What To Buy? 


On a general view, at least for 
the medium term, cash looks like 
a better “buy” to us than stocks. 
You can “buy” cash by selling 
stocks, if you have not taken siz- 
able profits on our advices here- 
tofore. Cash yields not less than 
2.5% in savings or time deposits. 
Short-term Treasury obligations, 
which are as good as cash, yield 
from slightly over 3% to nearly 
3.5%, the highest in over a gen- 
eration. Tax-exempt municipal 
bonds (seasoned issues) are on a 
current average yield basis 
around 3.05%, with somewhat 
higher yields available on selected 
new offerings. Yields on seasoned 
corporate bonds now average over 
3.6%, those on selected, good- 
grade new offerings 4% or more. 
Representative good-quality pre- 
ferred stocks are now on an aver- 
age yield around 4.4%. Bonds and 
preferred stocks might go some- 
what lower, but the major part of 
the adjustment to higher money 
rates has undoubtedly been seen; 
and possible vulnerability at this 
point is surely much less than po- 
tential vulnerability in most com- 
mon stocks. We have heretofore 
advocated substantial enlargement 
of the portion of total portfolio 
assets represented by high-grade 
fixed-income securities. The ad- 
vice still stands. 


Income Stocks 


Defensive-type common stocks 
remain suitable for holding, or 
buying at price concessions, by 
investors interested in mainte- 
nance of income. But they can de- 
cline, even though less than the 
general market; and yields in 
many instances are not much, if 
any, above those available on pre- 
ferred stocks. Here are the per- 
centage declines to date from 
1956 or 1955 highs in some typical 
income-stock groups: electric util- 
ities over 7%, natural gas stocks 
nearly 7%, confectionery 5%, 
small-loan stocks 7%, packaged 
foods over 10%, dairy products 
7%, biscuit bakers 19%, variety 
chains 14%, shoe stocks 16%, to- 
bacco stocks over 7%. 

(Please turn to page 108) 





Due to typographical trans- 
positions, the increases and de- 
creases in earnings, carried 
September 29, were inaccurate. 
A correct version is printed 
on pages 84, 85. Current tables 
are on page 108. 
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oy ith the many revolutionary changes in our economy, 
it must be clear that various indicators previously used should 
be dropped and new ones substituted, in order to more accu- 
rately forecast developing business trends. Therefore you will 
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*—Seasonally adjusted except stock and commodity prices. 
(a)—3 month moving average. 
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THE BUSINESS FORECASTER OF 


ACTIVITY 


Industrial Production 
(FRB INDEX 1947-1949-100) 


SCALE AT tet 


THE FORECASTER 


SCALE AT BIGHT 


STRENGTH MEASUREMENT 


be greatly interested in the newly devised Trend Forecaster. 
developed over a period of several years, which employs those 
indicators which we have found to most accurately project 
coming trends in business. 


We use the indicators (Components of Trend Forecaster) 
which are in this class and have been selected by us as the basis 
for the Trend Forecaster above. When the Forecaster changes 
its direction up or down a corresponding change in our economy 
may be expected several months later. 


The depth or height of the developing trend is clearly pre- 
sented in our Relative Strength Measurement line, which re- 
flects the rate of expansion or contraction in the making. When 
particularly favorable indications cause a rise that exceeds 
plus 3 for a period of time, a strong advance in general busi- 
ness is to be expected. On the other hand, penetration of 
minus 3 on the down side usually precedes an important con- 
traction in our economy. 


We believe that subscribers will find our new Business Trend 
Forecaster of increasing usefulness both from the investment 
and business standpoints. 


Current Indications of the Forecaster 


Latest figures for components of the Trend Forecaster 
show improvement developing for some of the indicators. 
Housing starts, commodity prices and durable goods orders 
are currently in a rising trend; but this improvement is not 
reflected in two other key components, stock prices and 
business failures. Average hours worked and new incorpora- 
tions have shown no dominant trend for several months. 

The Trend Forecaster continued to decline during the 
summer, but the rate of decline has been dampened, and 
the Relative Strength Measurement has begun to rise, 
although still in minus territory. 

All of this suggests that the adjustment of 1956, which 
was forecast by The Trend Forecaster earlier this year, 
has been interrupted and postponed into 1957, principally 
by virtue of artificial stimulants emerging out of the steel 
strike. However, with the 1956 edjustment still apparently 
uncompleted and the Relative Strength Measurement 
still failing to reach plus territory, it appears that further 
correction should again make itself felt starting earily in 1957. 
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CONCLUSIONS IN BRIEF 


INDUSTRY — Industrial production, taken as a whole, 
is now slightly higher than prior to the steel strike. 
The prospect of auto assemblies over 500,000 per 
month, full steel production, and climbing machinery 
output assure a moderate further gain through De- 
cember. 


TRADE — Retail volume is setting new records. Year- 
to-year gains of 4-6% in department store trade are 
assured through Christmas. The soft goods outlook 
is especially bright, notably for apparel. Hard goods 
sales are improving, but not sensationally. 


MONEY AND CREDIT — There is a small but growing 
possibility that this is the high-water mark of credit 
tightness. Inventory borrowing for the fall is now well 
advanced; and marginal borrowing for expansion 
is faltering. Interest rates may hold at about current 
levels through tax-payment period next March. 


COMMODITIES — prices still edging up, but not 
sharply. Heavy supply of finished goods (with a few 
exceptions in capital-goods lines) is preventing pro- 
nounced price increases. It’s ‘‘creeping inflation’, and 
it will continue to year-end. 








MONEY AND BANK CREDIT 
[WEEKLY REPORTING MEMBER BANKS] 
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At mid-October, the trend of business since the mid- 
year steel strike has begun to take on focus and clarity. 
While important major segments of business have shown 
considerable improvement since late spring, the improve- 
ment has been piece-meal, rather than a genuine, pro- 
nounced, cyclical advance. The steel strike provided 
a shake-up, and a breaking of the pattern of gradual 
decline that prevailed in the first half; it has not cured 
the basic problems, and it has left business with 
little long-term momentum. The outlook through per- 
haps February of 1957 is now virtually assured by the 
spending plans of manufacturing industries, by the strong 
but shortlived stimulus provided by new automobile models, 
and by the improvement in soft-goods sales (forecast here 
in early summer) that has accompanied rising personal 
income. 

But no major new force has emerged to carry 
the boom far into 1957, or to carry the industrial pro- 
duction index over the 145-150 range. Inventory de- 
mand, which has a powerful stimulative effect on 
production activity, is not present in any important 
degree, simply because inventories were ample even 
after five weeks of steel strike. (In fact, there is already a 
perceptible change in tone in the steel market itself: see 
below.) Capital spending plans, already at perilously 
high levels, are certainly not being revised upward, 
as they usually are during a business expansion (there is 
some evidence that they are being revised slightly down- 
ward). The price of money never eased during the so- 
called “straight-line recession” of early 1956, and the 
increased demand for money accompanying the present 

(Please turn to following page) 
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THE MONTHLY TREND | unis | sonth Month Month “Ago 

INDUSTRIAL PRODUCTION* (FRB) — | 1947-'9-100 Aug. 141 136 140 
Durable Goods Mfr. 1947-'9-100 Aug. 159 148 158 
Nondurable Goods Mfr 1947-'9-100 Aug. 127 127 125 
Mining 1947-'9-100 | Aug. 128 122 121 

RETAIL SALES* $ Billions July 16.0 16.0 15.5 

Durable Goods $ Billions July 55 55 5.6 

Nondurable Goods $ Billions July 10.5 10.5 9.8 

Dep't Store Sales. 1947-'9-100 | July 128 124 125 

MANUFACTURERS’ 

New Orders—Total* $ Billions Aug. 28.9 27.0 28.7 
Durable Goods. $ Billions Aug. 15.1 13.5 15.1 
Nondurable Goods $ Billions Aug. 13.8 13.5 13.6 

Ship ts* $ Billions Aug. 27.5 26.2 2 
Durable Goods. $ Billions Aug. 13.6 12.6 13.7 
Nondurable Goods $ Billions Aug. 13.9 13.5 13.5 

BUSINESS INVENTORIES, END MO.* | $ Billions July 85.7 85.6 79.2 

Manufacturers’ $ Billions July 49.1 49.1 43.9 

Wholesalers’ $ Billions July 12.8 12.7 119 

Retailers’ $ Billions July 23.8 23.8 23.4 

Dept. Store Stocks. 1947-'9-100 July 138 137 127 

CONSTRUCTION, TOTA $ Billions Aug. 43 4.2 4.2 

Private. : $ Billions Aug. 2.8 2.8 2.9 
Residential $ Billions Aug. 1.4 1.4 1.6 
All Other. $ Billions Aug. 1.4 1.4 1.3 

Housing Starts*—a Th ds Aug. 1,110 1,070 1,346 

Contract Awards, Residential—b__| $ Millions Aug. 874 758 835 
All Other—b $ Millions Aug. 1,195 1,391 1,060 

EMPLOYMENT 

Total Civilian. Millions Aug. 66.8 66.7 65.0 

Non-Farm Millions Aug. 51.8 50.9 50.5 
Government. Millions Aug. 7.0 69 6.7 
wide Millions Aug. 11.0 11.2 10.7 
Factory Millions Aug. 13.2 12.6 13.3 

Hours Worked Hours Aug. 40.3 40.0 40.6 

Hourly Earnings Dollars Aug. 1.98 1.97 1.88 

Weekly Earnings Dollars Aug. 79.79 78.80 76.33 
PERSONAL INCOME* $ Billions July 324.5 324.9 309.2 

Wages & Salaries. $ Billions July 224 225 215 

Proprietors’ Incomes. $ Billions July 51 50 49 

Interest & Dividend $ Billions July 30 30 27 

Transfer Payments $ Billions July 19 19 18 

Farm Income $ Billions July 15 15 15 

CONSUMER PRICES 1947-’9-100 Aug. 116.8 117.0 114.5 

Food 1947-'9-100 Aug. 113.1 114.8 111.2 

Clothing 1947-'9-100 Aug. 105.5 105.3 103.4 

H 9 1947-'9-100 Aug. 122.2 121.8 120.0 

MONEY & CREDIT 

All Demand Deposits* $ Billions Aug. 106.2 106.9 105.5 

Bank Debits*—g $ Billions Aug. 80.8 78.3 74.7 

Business Loans Outstanding $ Billions Aug. 29.2 29.2 24.2 

Instalment Credit Extended* $ Billions Aug. 3.1 3.1 3.2 

Instalment Credit Repaid* $ Billions Aug. 29 3.0 2.7 

FEDERAL GOVERNMENT 

Budget Receipt $ Billions Aug. 5.0 3.5 4.7 

Budget Expenditures. $ Billions Aug. 5.9 5.5 6.2 

Defense Expenditures__.....__| $ Billions Aug. 3.5 2.8 3.4 

Surplus (Def) cum from 7/1 $ Billions Aug. (0.9) (2.1) (1.5) 





PRESENT POSITION AND OUTLOOK 


modest improvement in business is hold- 
ing interest costs at very restrictive levels. 
At such interest levels, equity prices are 
being subjected to persistent downward 
pressure, particularly with respect to 
those blue-chip issues on which yielcs 
have recently run well below the 4° 
now obtainable in the bond market. 
MWS continues to maintain that this 
is not the ground from which a majo 
improvement in general business cond 
tions can spring. It accordingly continue 
to urge caution with respect to busines 
and investment decisions over the nex 
fifteen months, regardless of the ap 
parently favorable business statistics tha 
will appear in the next three months 
* * * 


THE PRICE TREND—The upward trenc 
of the general price level is now abou’ 
fourteen months old, and there is gooc 
reason to expect that it will continu: 
for another several months.- However, it’ 
essential to look below the broad price 
averages. 

For this is not a simple across-the- 
board inflation. The fact is that it i: 
predominantly a “cost” inflation, not a 
“selling-price” inflation. And it’s striking 
not so much at consumer purchasing 
power as at business profit margins. 
For example, the selling prices of capital 
goods, which business buys, have risen 
four times faster than the selling prices 
of consumer durables over the past year. 
And intermediate, semi-processed materi- 
als and components, which business buys 
to feed its production lines, have risen 
much faster than the level of consumer 
prices. In other words, rising wages, 
and high demand for capital 
goods, are pulling up the prices of 
things business itself must buy. 
But very little of this additional cost is 
being passed on to the consumer. Re- 
sult: a growing pressure on cor- 
porate profits. Profits reports for the 
fourth quarter are likely to be generally 
higher than the third quarter, for season- 
al reasons and also because of the third- 
quarter impact of the steel strike and the 
trough in auto production. But they are 
not likely to be as good as the record 
earnings rates reported in the first half 
of the year. 





* * * 


STEEL: AVAILABLE, OR NOT AVAIL- 
ABLE? It is one of the paradoxes of the 
steel strike that after two months of re- 
newed production, those steel items that 
were short before the strike are still 
short: those that were in ample supply 
before the strike are still ample. All the 
publicity about steel shortages revolves 
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QUARTERLY STATEMENT FOR THE NATIONAL ECONOMY 


In Billions of Dollars—Seasonally Adjusted, at Annual Rates 


PRESENT POSITION AND OUTLOOK 













































































1956 1955 
SERIES i} 1 IV i 
Quarter Quarter Quarter Quarter 
GROSS NATIONAL PRODUCT 408.3 403.4 401.9 387.4 
Personal C Pp 263.7 261.7 259.5 251.8 
Private Domestic Invest. 64.2 63.1 65.1 60.2 
Net Foreign Invest t. 1.7 0.1 —0.8 —0.9 
Government Purchases. 78.7 78.5 78.1 76.2 
Federal 46.1 46.4 47.2 46.3 
State & Local — 32.6 32.1 30.9 29.9 
PERSONAL INCOME 322.9 317.5 314.6 303.8 
Tax & Nontax Payment: 38.1 37.3 36.3 35.3 
Disposable Income 284.9 280.2 278.4 268.5 
Consumption Expenditures =i 263.7 261.7 259.5 251.8 
Personal Saving—d | 21.2 18.6 18.8 16.7 
| 
CORPORATE PRE-TAX PROFITS*__ | 43.5(f) 43.7 46.4 41.1 
Corporate Taxes. 22.0(f) 22.1 23.4 20.7 
Corporate Net Profit. 21.5(f) 21.6 23.0 20.3 
Dividend Payment: 12.2 11.8 12.1 10.7 
Retained Earnings. 9.3(F) 9.8 10.9 9.6 
PLANT & EQUIPMENT OUTLAYS__ | 34.5 32.8 31.5 27.2 
THE WEEKLY TREND 
Week Lotest Previous Yeor 
Unit Ending Week Week Ago 
MWS Business Activity Index*___ | 1935-’9-100 Sept. 22 284.2 285.3 273.0 
MWS Index—per capita*______ | 1935-’9-100 Sept. 22 219.6 220.4 214.3 
Steel Production % of Capacity Sept. 29 100.2 100.6 97.0 
Auto Production Thousands Sept. 29 54.8 52.7 144.5 
Paperboard Production Thousand Tons Sept.22 273 281 294 
Lumber Production Thous. Board Ft. Sept. 22 267 260 180 
Electric Power Output*____ | 19.47-'49-100 Sept. 22 219.8 215.8 205.9 
Freight Car'oadings. _______ | Thousand Cars Sept.22 822 821 819 
Engineering Constr. Awards $ Millions Sept.27 483 381 266 
Department Store Sales 1947-’9.100 } Sept. 22 131 130 121 
Demand Deposits—c_______| $ Billions | Sept. 19 55.9 55.8 56.3 
Busi Failures Number | Sept.20 262 203 171 








around plate, tube, structurals and 
heavy-gauge bar, which were hard to 
get long before the strike. Freight car 
builders, some heavy machinery builders, 
constructors, and oil well-drillers are cer- 
tainly scrounging for steel, but for the 
rest steel supply is not a crucial 
problem. The fact is, the steel situation 
is already past its widely forecast “crisis”; 
another example of the tremendous supply 
potential hanging over American markets. 


* * * 


BRIGHT DAYS FOR SOFT GOODS 
ARE HERE—With retailers ringing up 
well over $16 billion a month, about $102 
billion is being done by the traditional 
“soft-goods” dealers: mail-order and de- 
partment stores, drug stores, service sta- 
tions, food stores, apparel stores. While 
the hard-goods dealers—appliance and 
furniture stores, and new and used auto- 
mobile dealers, and building materials 
dealers—struggle to equal last year’s 
volume, soft-goods merchants are run- 
ning well over 5% ahead. Part of the 
gain represents recent price increases, 
to be sure. But all the facts point to 
booming demand for nondurables. 
Consumers are in a mood to buy, and 
are interested in better-grade merchan- 
dise. During the winter lull in auto sales, 
soft-goods are expected to blossom to 
the highest level on record. 





*—Seasonally adjusted. (a)—Private starts, at annual rates. (b)—F 


Sources: Federal Reserve Bd., Commerce Dept., 


. W. Dodge, for 37 states. (c)—Weekly reporting member banks. (d)—Excess of disposable 
income over personal consumption expenditures. (e)—Estimated. 


(f)—Estimated by Council of Economic Advisors. (g)—337 non-financial centers. Other 


Securities & Exch. Comm., Budget Bureau. (na)—Not available. (r)—Revised. (1)—First Quarter. 
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1956 1956 
No. of 1956 Range 1956 1956 (Nov. 14, 1936 Cl.—100) High Low Sept.21 Sept. 28 
Issues (1925 Cl.—100) High Low Sept.21 Sept. 28 100 High Priced Stocks .... 244.6 209.2 229.7 222.8 
300 Combined Average ............ 352.4 315.9 337.3 327.9 100 Low Priced Stocks 411.1 378.9 395.8 384.3 
4 Agricultural Implements ....... 327.1 245.3 248.6 245.3L 4 Gold Mining 882.7 689.9 719.5 689.9L 
3 Air Cond. (‘53 Cl.—100) ..... 113.8 98.8 102.8 98.8 4 Investment Trusts 171.2 150.8 155.5 152.4 
9 Aircraft (‘27 Cl.—100) .......... 1339.7 1064.6 1279.9 1232.1 3 Liquor (‘27 Cl.—100) 1076.2 974.7 1025.5 1025.5 
7 Airlines (‘27 Cl.—100) .... 1117.4 919.0 939.9 919.0L 9 Machinery 490.0 370.4 478.4 459.1 
4 Aluminum (‘53 Cl.—100) ...... 566.7 337.1 590.0 459.3 DD Oe Ge nine ccscesecss s,s 217.3 184.4 191.0 184.41 
6 Amusements © ooo... .cccccceeees 172.3 147.2 159.7 153.5 4 Meat Packing 170.7 127.7 143.8 141.1 
9 Automobile Accessories ........ 373.7 334.5 355.9 345.2 5 Metol Fobr. (‘53 Cl. —100) 213.2 183.3 194.5 190.7 
6 Automobiles 200.02... cccceeeees 52.2 47.1 50.7 49.2 10 Metols, Miscellaneous 464.9 400.4 413.3 400.4L 
4 Baking (‘26 Cl.—100) ........... 28.7 26.1 26.1 26.1 Be ssecsiiscastovesenessanes 1312.3 997.3 1091.8 1039.3 
3 Business Machines ............... 1171.3 831.5 1081.9 1055.0 22 Petroleum i ccnecidaveabsoien 872.3 675.8 803.1 782.3 
eee 652.3 556.5 574.5 556.5 21 Public Utilities ................... 264.0 246.4 251.4 246.4 
4 Coal Mining .......... 23.5 19.2 22.9 22.1 7 Railroad Equipment 95.1 84.3 87.0 84.31 
4 Communications ... = 114.3 98.6 101.8 98.6L 20 Railroads < 82.0 69.8 72.9 69.8L 
9 Construction 2. .......cccecseeeeee. 140.0 112.3 134.0 131.6 3 Soft Drinks 544.8 444.3 454.9 444.31 
WF IE, sebitascescicecenenccenssncis 853.7 731.7 800.3 769.8 ee Eee 361.8 283.8 352.4 336.9 
7 Copper Mining .. 361.3 283.7 328.5 319.5 eee 69.9 60.1 69.9 68.0 
2 Dairy Products ..... 122.3 111.7 114.1 112.9 2 Sulphur ... 950.2 794.9 849.7 813.2 
6 Department Stores 91.8 85.3 89.0 87.1 11 Television (‘27 Cl.—100) ; 44.5 35.8 37.5 35.8L 
5 Drugs-Eth. (‘53 Cl.—100) . 198.3 165.0 186.0 177.3 5 Textiles " cout 184.4 143.8 145.7 145.7 
6 Elec. Eqp. (‘53 Cl.—100) ...... 222.7 178.9 208.1 200.7 3 Tires & Rubber ............. 201.0 169.9 177.2 171.7 
2 Finance Companies .............. 613.7 542.2 554.1 542.2 SESE Reece 96.7 86.3 90.1 86.3L 
6 Food Brands és 301.6 278.2 284.0 278.2L Be I IIE csticssacovserssoseeee 298.8 272.7 275.6 272.71 
3 Food Steves ......ccccccccccses 175.3 157.6 173.7 172.1 15 Unclassif’d (‘49 Cl.—100) . 164.2 144.8 158.3 153.8 
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Trend of Commodities 





SPOT MARKETS — The upward trend of sensitive commodity 
prices came to a halt early in September and has been suc- 
ceeded by a sidewise movement. The Bureau of Labor Statis- 
tics’ index of 22 such commodities closed at 91.7 on September 
28, unchanged from two weeks earlier. 

In ali the recent talk about inflation, it should be noted 
that spot commodities, as measured both by the BLS index 
and the MWS Raw Materials Index, have failed even to reach 
the highs set in early April of this year. In fact inflation may 
be a misnomer for recent price developments, which spring, 
not from an increase in the money supply, but principally from 
higher wage costs. As a result, certain products have been 
boosted in price while others have failed to participate. The 
test of recent increases will soon be staged over store counters. 
where consumers may be resistant to price mark ups. 


FUTURES MARKETS — Futures markets continued to respond 
to individual influences in the two weeks ending September 28, 
and there was little evidence in this sector of an inflationary 
trend. Most imported commodities were backward as the Suez 
crisis simmered down somewhat and large supplies began to 
make themselves felt. 

Nearby wheat futures were somewhat lower in the fortnizht 
ending September 28 and the December option lost 1 eent to 
close at 22914. Two important influences on wheat prices are 
the amount of land to be placed in the soil bank “reserve” and 
the size of wheat entries into the loan program. Progress re- 
ports on both programs are due soon. Meanwhile, a sidelines 
position seems warranted in view of the big price advance 
since the end of June. 





















































































































































































































































WHOLESALE COMMODITY PRICES } 
130 . 
ALL COMMODITIES 1 20 
1947-49 — 100 J 
120 : "4 
110 > a af f~ / 110 NON-FARM PRODUCTS 
100 &—S4—_f - 
t). * ind 100 
90 113 
‘112 nT Ne ons 
90 
80 . 111 Y 
- in WY 
sd wv A §! FARM PRODUCTS 
“a Bese as DTT 
1949 1950 1951 1952 1953 1954 1955 1956 ee 
BLS PRICE INDEXES Latest 2Wks, 1¥r. Dec.6 || gg BLS INDEX 22 BASIC COMMODITIES 
1947-49—100 Date Date Ago Ago 1941 (1947-1 949—1 00) 
All Commodities Sept.25 115.2 115.1 111.7 60.2 93 
Farm Products Sept. 25 89.4 90.1 89.3 51.0 | 
Non-Farm Products Sept.25 122.6 122.6 118.5 67.0 91 
22 Basic Commodities Sept.28 91.7 91.7 908 53.0 
9 Foods Sept.28 82.7 82.1 79.8 465 89 
13 Raw Ind‘l. Materials Sept.28 98.4 98.9 99.1 58.3 | 
5 Metals Sept. 28 125.6 127.3 121.1 54.6 87 
4 Textiles Sept. 28 80.8 80.6 79.2 563 | 
aie MWS RAW M . | 
MWS SPOT PRICE INDEX ATERIALS SPOT PRICE INDEX | 
14 RAW MATERIALS 175 | 
1923-1925 AVERAGE—100 
AUG. 26, 1939—63.0 Dec. 6, 1941—85.0 170 
1956 1955 1953 1951 1945 1941 165 
High of Year 169.8 1647 1622 215.4 989 857 
Low of Year 163.1 153.6 147.9 176.4 96.7 743 160 
Close of Year 164.7. 152.1 180.8 98.5 83.5 55 
155°" DOW JONES FUTURES INDEX 
DOW-JONES FUTURES INDEX 
12 COMMODITIES 160 160 
AVERAGE 1924-1926—100 
155 155 
1956 1955 1953 1951 1945 1941 
High of Yeor 161.4 173.6 1665 2145 1064 846 
Low of Your 149.8 1507 1538 1748 939 55.5 150 130 
Close of Yeer 153.1 166.8 189.4 105.9 84.1 MAR. APR. MAY JUNE JULY AUG. SEPT 
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The Personal Service Department of THE MAGAZINE OF WALL STREET 
wil! answer by mail or telegram, a reasonable number of inquiries on 
any listed securities in which you may be interested or on the standing 
and reliability of your broker. The service in conjunction with your 
subseription should represent thousands of dollars in value to you. It 
is subject to the following conditions: 

1. Give all necessary facts, but brief. 

2. Confine your requests to three listed securities at reasonable 


intervals. 


3. No inquiry will be answered which does not enclose stamped, self- 


addressed envelope. 


4. No inquiry will be answered which is mailed in our postpaid reply 


envelope. 


5. Special rates upon request for those requiring additional service. 





Food Machinery & Chemical Corp. 
Will you please give me some detailed 
information on Food Machinery & 
Chemical? I am particularly interested 
in knowing its fields of operations and 

its earnings record. 
W.A. W., Elmira, N. Y. 

Food Machinery & Chemical 
Corp. is a highly diversified man- 
ufacturer of agricultural and in- 
dustrial chemicals and agricul- 
tural and industrial machinery. 
Through its Ordnance Division it 
is also a producer of armored in- 
fantry vehicles, missile handling 
and launching equipment and 
other military products. 

Last year, total gross income 
of $264,619,766 was made up of 
agricultural and industrial chem- 
lcals sales of $126.1 million, or 
47.7% of the whole, while agri- 
cultural and industrial machinery 
contributed 35.3%, with the bal- 
ance of 17.0% being contributed 
by military products. 

Its chemical divisions, encom- 
passing 28 production units lo- 
cated throughout the U. S., and 
extending into Canada and Mexi- 
co, produce an extensive number 
of basic and specialty chemicals 
for practically every segment of 
industry and agriculture. The 
machinery divisions, with 37 
plants throughout the Free World, 
serve the food processing, agri- 
cultural and industrial fields. Out- 
put of these latter divisions in- 
clude a variety of products such 
as canning and freezing equip- 
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ment, packaging equipment, and 
packing and processing equip- 
ment for food processing compa- 
nies. Other products are fire fight- 
ing equipment, pumps and waste 
disposal equipment, water sys- 
tems, as well as poultry and hog 
raising equipment, industrial cast- 
ings and outdoor power equip- 
ment. In addition, Food Machin- 
ery & Chemical, jointly with the 
Tennessee Gas Transmission Co., 
owns the Petro-Tex Chemica] 
Corp., a major producer of petro- 
chemicals. 

Recently, FMC extended its 
operations in the packaging field 
through acquisition of the Hud- 
son-Sharp Co., a foremost manu- 
facturer of wrapping machinery 
and specialized equipment for 
converting plastic films and pa- 
per. Hudson-Sharp’s wrapping 
machines are used widely to auto- 
matically package candy bars, 
bakery goods, and a variety of 
other products. Included in the 
company’s production are a line 
of printing presses designed to 
handle paper and plastic film 
packaging materials, as well as 
special purpose mill equipment 
required in the preparation of pa- 
per napkins, tissues, and other 
paper and film products. This la- 
test acquisition, completed only a 
few weeks ago through an ex- 
change of stock, rounds out 
FMC’s current activities in the 
design and production of diversi- 


fied packaging equipment. 

In the five years to the end of 
1955, consolidated net sales of 
Food Machinery & Chemical and 
subsidiaries have increased from 
$151.8 million to $264.6 million, 
a gain of 74%, while net income 
has moved up from $9.7 million 
to $14.8 million, an increase of 
54%. Net income for 1955 was 
equal to $4.53 a share, compared 
with $3.80 a share for the pre- 
ceding year. 

In the first six months of 1956 
business volume and after-tax in- 
come were the highest of any 
corresponding periods in the com- 
pany’s history. Gross revenue for 
the six months to June 30 totaled 
$152.8 million which was approxi- 
mately $15.2 million above the 
like months of 1955. Net earnings 
for the 1956 half-year increased 
to $5.1 million, equal to $2.76 a 
share, compared with $4.7 million 
or $2.45 a share a year ago. 

Dividends, currently being paid 
at a 50-cent quarterly rate, have 
been distributed in each of the 
past 21 years. 

Last July, FMC increased its 
outstanding debenture bonds by 
the issuance of $30 million of 25- 
year sinking fund debentures car- 
rying a 3.80% interest rate. The 
funds realized from this sale will 
be used to provide additional 
working capital, to take care of 
expenditures for modernizing and 
expanding production facilities, 
and to retire outstanding indebt- 
edness under a term bank credit 
agreement. A portion of the new 
funds will be used for an addi- 
tional investment in the Petro- 
Tex Chemical Corp., in connection 
with the expansion program of 
that company. 

Although operations at the 
company’s largest chemical manu- 
facturing plant were hampered 
by a 47-day strike the results of 
which may adversely affect third- 
quarter earnings, continued good 
demand for company products 
through the remaining months of 
the year should bring earnings 

(Please turn to page 112) 
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Keeping abreast of 


Corporate Developments 


Problems of the farm-equipment manufacturers, 
highlighted in the August 4 issue of THE MAGAZINE, 
are to the fore once more. Minneapolis-Moline Co., 
an important factor in the industry, has halted pro- 
duction at its Minneapolis tractor plant for about 
two months, beginning October 1. About 1,100 work- 
ers were laid off. With sales of farm equipment 
lagging, the company is hoping to obtain defense 
contracts and is pushing an industrial sales program. 
The company, whose fiscal year ends October 31, 
sustained a loss of $20,877 in the quarter ended 
July 31. This compares with a profit of $406,000, 
equal to 29 cents a share, in year-ago period. Sales 
for the quarter declined to $17,030,000 from $20,- 
337,000 a year earlier. For the six months to April 
30, 1956, sales were $30,298,000, with a net loss of 
$727,000, compared with $30,876,000 in sales and 
$706,000 loss a year earlier. 


Sales of Winn-Dixie Stores, Inc., for the fiscal year 
that started June 30 were forecast at $515 million 
by company officials. Sales for the year that ended 
June 30, 1956, totaled $421.3 million. The company 
expects that net should be about the same as the 
past year, when profit was $10,426,000, equal to 
$1.68 a share, including a special credit of $1,287,000. 
The company plans to spend $7.7 million on expan- 
sion during the year. The program includes the 
opening of 45 new retail food stores at a cost of 
$4.7 million, and distribution centers and ware- 
houses in the South. Winn-Dixie now operates 449 
retail stores, compared with 370 a year ago and 
412 on June 30. Sales for the four weeks ended 
September 22 totaled $37,004,000, an increase of 
22.8% from the $30,145,000 registered in the same 
period a year earlier. 


Standard Oil Co. (Ohio) and Pittsburgh Consoli- 
dation Coal Co. have combined forces in a coke- 
products venture. They have formed Mountaineer 
Carbon Co., which is to operate a carbon calcining 


plant at Cresap, W. Va. The plant will have an 
annual capacity for 165,000 tons of high-grade cal- 
cined carbon, used principally as electrodes that feed 
electricity in aluminum, electro-metallurgical and 
chemical production. Plant construction is expected 
to be completed in time to permit production by 
January, 1958. Part of the raw material for the plant 
will be petroleum coke, supplied by Sohio refineries. 
Mountaineer Carbon also will handle sales of green, 
or uncalcined, coke. Cresap is south of Wheeling on 
the Ohio River and in the midst of the fast-growing 
chemical and aluminum industries. 


Kaiser Aluminum & Chemical Corp. has bought 
from the Government the aluminum forging plant at 
Erie, Pa. It will expand the facilities, contemplating 
expenditure of $5 million. The plant, purchased for 
$2.9 million, has been operated by Kaiser the past 
two years. The expansion will boost the plant’s 
capacity to 15 million pounds a year, from the 
present 9 million. 


Ford Motor Co., by the end of next year will have 
spent or committed more than $3.8 billion since 1946 
in facilities and special tools to remain competi- 
tive in what it expects to be a rapidly expanding 
market. According to F. C. Reith, vice-president of 
Ford and general manager of the Mercury division, 
the entire American economy is entering on a solid 
decade or more of prosperity with at least half of all 
American families expected to move up into the 
$5,000-and-more a year earnings bracket by 1965. 
During the past five years, according to Mr. Reith, 
American families with incomes of $5,000 or more 
have increased to 39% of the population from 23%. 
Ford market analysts have found that while only 
6% of families under the $5,000 bracket buy new 
cars every year, the figure jumps to 20% in the 
$5,000-and-up bracket. These upper-bracket families 
also spend about twice as much for cars as the income 
group just below. (Please turn to page 100) 
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Swampland Bucket Brigade. This cable tramway stretches through 314 miles of Georgia 
swamp, hauling clay to the plant of a brick company. The buckets are carried on an 
endless 30,000-foot length of USS Tiger Brand Wire Rope. In six years, the tramway 
has carried over a million tons of clay; it has reduced hauling costs by 66%. 





The Greatest Lift In the World. That derrick is lifting 800 tons of dead weight—an all- 
time world record. The total uplift being exerted is over 1300 tons. To build the derrick 
and barge required about 2000 tons of steel, and 40 tons of welding rods were needed. 
Nine miles of Wire Rope are used in the rigging of this equipment. 


UNITED STATES STEEL 


For further information on any product mentioned in this advertisement, write United States Steel, 525 William Penn Place, Pittsburgh 30, Pa. 
AMERICAN BRIDGE....AMERICAN STEEL & WIRE and CYCLONE FENCE....COLUMBIA-GENEVA STEEL... CONSOLIDATED WESTERN STEEL....GERRARD STEEL STRAPPING... NATIONAL TUBE 
Ol WELL SUPPLY.... TENNESSEE COAL & IRON.... UNITED STATES STEEL PRODUCTS....UNITED STATES STEEL SUPPLY... Divisions of UNITED STATES STEEL CORPORATION, PITTSBURGH 
UNITED STATES STEEL HOMES, INC. « UNION SUPPLY COMPANY - UNITED STATES STEEL EXPORT COMPANY + UNIVERSAL ATLAS CEMENT COMPANY 6-1895 


nly STEEL can do so many jobs so well 


SEE the United States Steel Hour. It’s a full-hour TV program presented every other week by United States Steel. Consult your local newspaper for time and station. 


The Beauty Is More Than Skin = 
Deep. Look at the doorway for a 


minute. It is made from lus- 
trous, permanently attractive 
USS Stainless Steel. This is the 
entrance to a research laboratory 
that is in constant use. The Stain- 
less will stay bright indefinitely, 
since the surface beauty goes all 
the way through. Stainless is 
hard, too, so it won’t dent and 
scratch like softer metals. 


THape mane 


4, STEEL 





This trade-mark ts your guide to quality steel 





ATLANTIC CROSSED FOR FIRST Time} 





» You can telephone |: 
across the Atlantic |: 
as Clearly as you |: 
call across town |: 







the 

the 

©°One of today’s outstanding electronic and Be 
engineering achievements. Such a precise -. 
piece of construction that communications on 
engineers speak of it almost with awe.?® by 





From an article on the new cables in the Reader's Digest 





ME 





BY FELEPHONE CABLES 


New underseas telephone system provides stormproof service 
between this country and Great Britain and the continent 


Ts ; new transatlantic telephone 
system is a historic forward step in 
world communications. 

For years you have been able to 
call across the Atlantic over the Bell 
System’s radiotelephone circuits. 
Now an entirely new service has 
been. added. It’s over stormproof 
telephone cables. 

By means of these cables, you can 
pick up the telephone anywhere in 
the United States and talk to Great 
Britain, France, Belgium, Holland, 
Switzerland, Denmark, Norway, Swe- 
den and Germany as clearly as you 
call across town. And anyone in 
those countries can call you, too. 

More service is available because 
the new cables are in addition to the 
Bell System’s radiotelephone circuits. 


So if you have been accustomed 
to telephoning across the Atlantic 
for business or for other reasons, we 
know that you will be pleased with 
this marvelous new service. 

If you have never made an over- 
seas call, we invite you to share a 
new and satisfying experience. 

There’s something quite memora- 
ble and reassuring about telephon- 
ing across the seas. And in telephon- 
ing home when you are abroad 
yourself. 

It’s easy to do—just tell the op- 
erator the country you want to call 
—and the cost is lower than most 
people think. 

For $12 plus tax you ean eall 
across the Atlantic over the new 
cables or by radiotelephone. 


I'S EASY TO KEEP IN TOUCH WITH THOSE ABROAD. The daytime rate for the 
first three minutes from anywhere in the United States is $12, not in- 
cluding the 10% federal excise tax.... This applies not only to the nine 
countries listed above but to the 19 other countries in Europe reached 
by Bell System radiotelephone circuits....In most cases the rate is 
even lower at night and on Sunday.... Practically all other countries 


throughout the world can also be reached by radiotelephone. 


Bell Telephone System ON : 
LN 7 
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Utility Holding Companies 
Stage Strong Comeback 





(Continued from page 77) 


steel strike, West Penn is expect- 
ed to earn about $2.18 this year, 
compared with $2.06 in 1955, 
$1.88 in 1954 and $1.49 in 1951. 
Some investors have feared the 
cyclical effects of the heavy con- 
centration in steel and coal in the 
area but the company has pointed 
out that industry in the territory 
is gradually becoming more div- 
ersified, with glass, chemicals, 
etc., entering the picture. The 
stock has been selling recently 
around 26 and paying $1.40, to 
yield 5.4%. The price-earnings 
ratio is about 12, well below 
average. 


SOUTHERN COMPANY, enjoying 
rapid industrial growth in its 
territory, has nearly 20 million 
shares outstanding and for some 
years the large distributions of 
common shares held share earn- 
ings down. Now, however, the 
amount of equity financing has 
been sharply reduced, giving 
share earnings a chance to ad- 
vance from $1.29 in 1954 to $1.35 
last year and an estimated $1.50 
for 1956. Further gains in share 
earnings appear likely. Paying $1 
and selling around 21, the stock 
yields about 4.8%. 


MIDDLE SOUTH UTILITIES, South- 
ern’s neighbor, got off to a good 
start with consistent gains in 
share earnings, but met with two 
setbacks over the past year or 
two. One was the political agita- 
tion over “‘Dixon-Yates.” In part- 
nership with Southern Company, 
Middle South had proposed to 
build a large steam plant which 
would sell its output to TVA and 
'the Atomic Energy Commission. 
This became embroiled in politics 
and the Federal government final- 
ly cancelled the contract after sev- 
eral million dollars had been 
spent. The next blow was the 
stubborn refusal of the Arkansas 
State Commission and courts to 
grant rate increases to Arkansas 
Power & Light (a subsidiary of 
Middle South), which seemed 
fully warranted by the regulatory 
treatment the company had re- 
ceived in the past. Readjustment 
of these rates (which had put into 
effect “under bond’) reduced 
share earnings about 30 cents, but 
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much of this loss has been re- 
gained so that earnings for this 
calendar year will be only a few 
cents under last year’s $2.21, it is 
estimated. The stock sells around 
ha pays $1.50, to yield nearly 
5.6%. 


TEXAS UTILITIES AND CENTRAL & 
SOUTH WEST have achieved the 
market and investment status of 
“growth utilities.” Texas Utilities 
currently is selling around 37 and 
paying $1.28, to yield 3.5%; the 
price-earnings ratio exceeds 17 as 
compared with the general aver- 
age around 14. The company has 
been favored by (1) absence of 
state regulation (municipalities 
exercise only mild regulation as a 
rule); (2) cheap boiler fuel in 
natural gas, and (3) the rapid 
growth of Texas industries built 
upon vast oil and gas develop- 
ments, petro-chemicals, etc. Evi- 
dently investors feel that the con- 
sistent gains in share earnings 
can continue into the future, de- 
spite rising fuel costs, for the 
stock is classed among the best of 
the “growth utilities.” It was held 
recently by 270 institutions. 


CENTRAL & SOUTH WEST CORP., 
with its major operations in 
Texas and Oklahoma, has shared 
in the rapid growth of industry 
in these states. Under conserva- 
tive management, earnings have 
improved consistently from $1.34 
in 1951 to an estimated $2.25 this 
year. At the recent price of 3514 
and paying $1.40, it yields nearly 
4% and sells at about 1614 times 
earnings. 


GENERAL TELEPHONE CORP., larg- 
est of the independent telephone 
systems, has had an outstanding 
record of increasing earnings in 
recent years under the aggressive 
management of President Donald 
Power, and deserves mention 
along with the electric holding 
companies. Share earnings for the 
calendar year are estimated at 
close to $3, compared with $2.63 
in 1955 and $1.84 in the previous 
year. The recent jump in earnings 
is attributed largely to the acqui- 
sition of the Gary System, a 
rather loosely-run telephone hold- 
ing company system about one- 
fifth the size of General Telephone. 
The merger afforded special op- 
portunities for introducing econ- 
omies and efficiency into the com- 
bined organization which may not 
be fully reflected in earnings for 
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another year or so. Further ac- 
quisition of small independent 
telephone companies appears like- 
ly in future. 

General Telephone, despite its 
remarkable record of boosting 
share earnings from $1.17 in 1951 
(adjusted for stock dividends) to 
the current estimated $3, has not 
yet achieved a very substantial 
institutional following—it was re- 
cently held by 73 such investors. 
Possibly one reason is the rather 
low equity ratio of about 35% 
compared with the Bell System’s 
approximately 65%; or perhaps 
institutional analysts are still 
concerned over the poor capitali- 
zation and highly involved hold- 
ing company structure of the 
Gary System. In any event, Gen- 
eral Telephone has been selling 
recently around 4014 or at 13 to 
14 times earnings. Low payout 
may have been a retarding factor 
since only $1.60 is being paid, to 
yield about 3.9%, but a dividend 
increase is in the offing. 

Growth utility stocks usually 
have much wider market swings 
than the rank and file of utility 
issues. However, in the light of 
current conditions in the stock 
market, new purchases should be 
deferred, although those holding 
such issues need not disturb their 
commitments. Here, as elsewhere, 
it is our feeling that a conserva- 
tive, cautious, highly selective in- 
vestment policy remains called 
for. So does maintenance of ade- 
quate liquid reserves for later em- 
ployment under more opportune 
conditions. —END 





Single-Product Companies 
Faring Well With Mainstays 





(Continued from page 83) 


the cereal is made. 

To push sales of this staple in 
the American diet, the company 
increased advertising expendi- 
tures during 1955. In the last four 
months of the year all of the 
broadcast appropriations were 
concentrated in television spot an- 
nouncements and magazines. Sig- 
nificantly, sales during that span 
were considerably ahead of the 
like 1954 period. In addition, the 
company continued its long-range 
promotional efforts directed at 
doctors, dietitians and educators. 
Advertising and promotion proj- 
ects have been stepped up this 
year. 

(Please turn to page 98) 
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American - Marietta 
Continues Upward Climb... 








| 19,237 Shareowners 


are benefiting from a record breaking 9 months 


American-Marietta joined the nation’s top ten group of 


cement producers through its recent acquisition of Dragon FREE Copy of Report 
Cement Company. The Nine Months Report contains in- 

formation about A-M’s diversified product lines and its Sent on Request. 
participation in the national road building program. Write Dept. ] 


M AMERICAN-MARIETTA COMPANY 


101 EAST ONTARIO STREET, CHICAGO 11, ILLINOIS 





Revelations in Progress Through Modern Research 





PAINTS + RESINS +» CHEMICALS - METAL POWDERS - HOUSEHOLD PRODUCTS + BUILDING MATERIALS 








Single-Product Companies 
Faring Well With Mainstays 





(Continued from page 96) 


Since 1951, Cream of Wheat 
has disbursed $1.85 annually to 
shareholders. This takes the form 
of a quarterly dividend of 40 
cents, supplemented by a year-end 
extra of 25 cents. This affords a 
liberal yield for those investors 
who do not give major emphasis 
to “kick.” In 1929, Cream of 
Wheat sold at 4434, a peak never 
attained in the intervening years. 
A nadir of 1014 was recorded in 
1941. In the post-war decade it 
has moved over a range of 21 in 
1948 and 353, in 1946. Capitaliza- 
tion consists of 600,000 shares. 
There is no funded debt. 


AMERICAN TOBACCO CO. is the 
top-ranking manufacturer of to- 
bacco products. It is famed for 
such cigarettes as Lucky Strike 
and Pall Mall, such cigars as El 
Roi-Tan and La Corona, and a 
wide variety of smoking tobaccos. 


Except for the interruption to 
the uptrend in cigarette sales in 
1953 and 1954, when the “‘cancer 
scare” was at its height, this com- 
pany has forged ahead over the 
years, regularly reaching new 
peaks of output and sales. The 
cancer issue has been revived in 
recent days. 

For 1955, American Tobacco 
registered record dollar sales and 
profits. Net totaled $51,662,000, 
or $7.45 per share of common 
stock. This compares with 1954 
earnings of $43,051,000, equal to 
$6.12 a share. Dollar sales in 1955 
totaled $1,090,845,000, against 
$1,068,579,000 in 1954. 

Like all other producers of to- 
bacco, the company has incurred 
heavy costs in promoting king- 
size and filter-tip brands, which 
have soared in popularity the past 
few years. It now is bringing out 
yet another brand, Hit Parade. 


Its top-quality management has 
an enviable record of cost-cutting 
and all-round efficiency. In the 
current year it increased six- 
month earnings by 6% from the 
similar period of 1955, despite a 
1.61% decline in sales. Net profit 
amounted to $24,673,000, equal to 
$3.55 a common share. In the cor- 
responding period of 1955 the net 
was $23,282,000, or $3.33 a share. 
Dollar sales for the latest six 
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months totaled $525,157,000, com- 
pared with $533,756,000 in the 
first half of last year. 

A measure of the company’s 
post-war growth is to be found in 
the rise of sales from $764,167,000 
in 1946 to over a billion dollars 
in each of the last four years. 
Over the same span net profit has 
risen from $29,886,000 to the rec- 
ord $51,662,000 attained last year. 

This high-grade investment is- 
sue has a record of paying some 
dividend in each year over a half- 
century span. In the post-war 
period the payout has mounted 
steadily. The company disbursed 
$3.25 a share in 1946, boosted it 
to $3.50 in 1947 and to $3.75 in 
1948. From 1949 to 1953 the an- 
nual disbursement toted up to $4. 
In 1954, and again last year, the 
total was $4.40, made up of a 
quarterly dividend of 85 cents and 
an extra of $1. The company pays 
the annual extra at the start of 
the year. This year the extra was 
boosted to $1 and the quarterly 
rate to $1, indicating a $5 annual 
dividend. 


Based on current market price, 


the yield is unusually liberal for 
an issue of this quality. 


COCA-COLA. CO. produces the 
most famed single product in all 
the world. The distinctive bottle 
is recognized almost everywhere 
and “Coke” probably is the most 
imitated product. It has been 
making money for its stockhold- 
ers and paying dividends since 
1893. 

Coca-Cola down the years had 
clung to a 614-ounce bottle, but 
decided in recent months to go 
over to larger-size bottles, while 
retaining the traditional small 
bottle, in order to meet the com- 
petition from the makers of 10- 
ounce, 12-ounce and so-called 
family-size soft drinks. 

The changed, more aggressive, 
policy of Coca-Cola has come from 
William E. Robinson, a publisher 
who moved in as president and 
chief executive officer. His advent, 
little more than a year ago, fol- 
lowed the poor showing of Coca- 
Cola in 1954, when an eight-year 
earnings low of $6.08 a share was 
recorded. 

Earnings per share rose to 
$6.44 last year and another gain, 
also of moderate proportions, is 
indicated for 1956. For the first 
half of this year, net amounted to 
$3.16 per share, compared with 
$2.93 in the similar period of 
1955. This recovery in earnings 





has been accompanied by _in- 
creased sales, up nearly 14%. The 
showing is especially impressive 
in view of the extremely mild 
summer just ended. That the 
$252.9 million record sales at- 
tained last year will be surpassed 
in 1956 is a foregone conclusion. 
As noted hitherto, Coca-Cola is 
known the world over. Indeed, 
gains abroad are outpacing those 
in the domestic market. Like any 
other company with a substantia! 
stake abroad, Coca-Cola must fear 
the vagaries of the foreign situa- 
tion. And at home competition 
promises to become even keener. 
Yield is fair for this high-qual- 
ity issue. Since 1950, the annual 
payout has amounted to $5, mace 
up of $1 quarterly plus $1 extra 
at year-end. Highest payout in 
the post-war period was $6 in 
1949. While moderate earninys 
improvement are envisaged, there 
is scant prospect of any near- 
term rise in the $5 dividend. 


AMERICAN BANK NOTE CO. \s 
the foremost private printer of 
engraved stock and bond certifi- 
cates, currency notes and stamps. 
The bulk of this business is done 
with American companies that 
have security issues and foreign 
governments and banks of issue 
which do not have engraving fa- 
cilities of their own. 

In common with most of Amer- 
ican industry, the company had a 
better year in 1955. Operations of 
its two foreign subsidiaries also 
were on an increased scale. As a 
consequence, the upward trend in 
sales and earnings that began in 
1954 continued and the 1955 re- 
sults were the best since 1949, 
when foreign business was ad- 
versely affected by developments 
abroad. 

The 1955 net (before a non-re 
curring special item) was $1,779, 
000, compared with $1,151,000 in 
1954, an increase of 55%. The 
1955 net was equal to $2.45 a 
common share, against $1.45 in 
1954. Dividends aggregating 
$1.10 a share were declared on 
the common last year, compared 
with 85 cents during 1954. 

Encouraging results attained 
last year (sales rose 29%) re- 
flected the higher level of business 
and financial activity that pre- 
vailed. Trading on the securities 
exchanges was greater than dur- 
ing the preceding year. This ac- 
tivity, together with the larger 
number of stock splits, corporate 

(Please turn to page 100) 
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What it takes to grow 
with a great industry 





“Cooperation and teamwork.’ This is the 
credo 12,000 Pure Oil employees live and work 
by. It’s the story of “Operation Progress’”’ at 
Pure Oil. 

In recent years, through far-sighted plan- 
ning and hard work, The Pure Oil Company 
has made remarkable progress in its expansion 
program. This year alone, Pure Oil is adding 
an investment of $4,000 per employee for tools 
and equipment to the $44,000 already behind 
each employee! Steady progress has been made 
in each of the company’s basic areas of op- 
eration. 


Progress in Production 

Pure Oil now has producing wells in 14 states 
and the Gulf of Mexico. New wells were 
brought in recently in Oklahoma, Louisiana 
and Illinois. In a joint project with three other 
companies, Pure Oil has been awarded a con- 
cession of 28,000 acres in one of the world’s 
greatest oil-producing areas... Venezuela’s 
Lake Maracaibo. 


Progress in Refining 
At the Smiths Bluff refinery in Texas, a new 
catalytic reformer will go ‘‘on stream”’ this 
month. This new unit, which will produce 
15,000 barrels a day of a high-octane gasoline 
component, is Pure Oil’s answer to the re- 
quirements of tomorrow’s automobiles with 


Now, more than ever, 


you can Be Sure With Pure 


their higher and higher compression ratios. 
The Smiths Bluff reformer supplements exist- 
ing units at the Toledo and Heath refineries in 
Ohio. Construction of still another catalytic 
reformer is scheduled at the Lemont (Illinois 
refinery. 


Progress in Transportation 

In six years, Pure Oil’s pipeline system has 
grown from 6,000 to over 12,000 miles in 
length. By participating with other com- 
panies in building economical, big-diameter 
lines, PURE is in the position today of having 
a thoroughly efficient network for moving crude 
oil from its 5.000 field wells to its refineries and 
for moving gasoline and other products from 
the refineries to major marketing centers. The 
storage capacity of the company’s 55 termi- 
nals exceeds 348,000,000 gallons, and Pure Oil 
operates a fleet of over 60 vessels, including 
ocean and lake tankers, barges, towboats and 
tugs with a total capacity of over 75,000,000 
gallons. 


Progress in Marketing 

The company’s marketing activities have taken 
a significant step forward this past year—from 
Minnesota to Florida. Existing stations are 
being modernized. Key stations have been 
built in shopping centers and on highways. 
Pure Oil’s network of truck service stations 
has been expanded to better serve the trucking 
industry in 20 states. PURE gasoline sales 
increased over 21% last year! 


Progress in Research 


PURE’s Research and Development labora- 
tories at Crystal Lake (Illinois) rank among the 
most modern in the entire oil industry. Over 
250 scientists and technicians have been given 
the assignment of providing the scientific lead- 
ership to keep the company ahead of its com- 
petitors in the technological aspects of the 
industry. Research activities are directed to- 
ward the development of improved gasoline, 
fuels, lubricating oils, greases, and hundreds 
of other products as well as toward the devel- 
opment and improvement of processes in the 
production, refining, transportation, and mar- 
keting fields. 




















Single-Product Companies 
Faring Well With Mainstays 
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mergers and stock issues, resulted 
in a substantial increase in orders 
for stock certificates. In addition, 
foreign sales were larger than in 
1954. Tighter money may result 
in fewer issues being brought out 
at this juncture, which could han- 
dicap American Bank Note. 


For the first six months of this 
year the business has lagged 
slightly from year-earlier levels. 
Sales and other income totaled 
$5,139,000, compared with $5,- 
272,000 in the first half of 1955. 
Net for the latest six months 
totaled $417,000, equal to 58 cents 
a common share, against $437,000, 
or 60 cents a share, in the cor- 
responding 1955 period. 


The company, which disburses 
25 cents at quarterly intervals to 
common shareholders and pays 
occasional extras, has paid some 
dividends in each year since 1941. 
American Bank Note also has 
been buying and retiring its pre- 
ferred shares. 


HERSHEY CHOCOLATE CORP. is 
the top-ranking producer of choc- 
olate products, the best known of 
which are its confections and bev- 
erages made from the cocoa bean. 
Hershey chocolates are almost as 
famed as Coca-Cola, although 
Hershey follows a distinctive pol- 
icy of no advertising, aside from 
displays in store windows. This 
is in keeping with the belief of 
the founder, who contended a 
good product required no adver- 
tising. The unadvertised Hershey 
chocolate bar outsells its competi- 
tors by a wide margin. The com- 
pany is unique also in its forward- 
looking labor and community 
relations. 


The crucial factor in this stable 
business is the cost of the cocoa 
bean. In 1954, as an example, a 
shortage of cocoa beans sent 
prices to a record peak of 74 cents 
a pound. Result: Profits were 
pinched. A lower price for the 
bean in 1955 boosted earnings de- 
spite a slide in sales. In 1954, 
sales totaled $159,432,000 and in 
1955, $151,649,000. Net profit for 
1954 totaled $7,091,000, or $2.75 
a common share, compared with 
1955’s net of $10,615,000 and 
$4.23 a share. 


Hershey again is being helped 
this year by a slide in cocoa 
prices, which were at a six-year 
low early this year and barely 
above the 1949 post-war low of 
21.5 cents. Hershey especially wel- 
comes low bean prices, because it 
is determined to preserve the 
nickel candy bar. 

Net for the six months to June 
30, 1956, rose to $5,176,000, equal 
to $2.06 a share, against $4,572,- 
000, or $1.81 a share, in the cor- 
responding period of 1955. Net 
sales continued to drop—to $70,- 
374,000 in the first half of this 
year, from $73,506,000 in the 
1955 half and $75,691,000 in the 
1954 period. The decline in dollar 
sales is due to lower prices to its 
customers, but unit sales are 
higher. 

The company has paid some di- 
vidend in each year since 1930. 
Last year, the 50-cent quarterly 
dividend was augmented at year- 
end with an extra of 75 cents. 
Prospects appear good for a like 
extra this year. END 





Keeping Abreast 
of Corporate Developments 





(Continued from page 92) 


Mr. Reith predicted that the year 
now drawing to a close would re- 
sult in sale of 6 million cars. That 
would be 10% greater than the 
average for the six years prior to 
1955 and the third best sales year 
in automotive history, exceeded 
only by 1955 and 1950. 


Curtis Publishing Co. plan of 
reorganization and recapitaliza- 
tion will become operative on No- 
vember 15. Directors have called 
for deposits through that date of 
the $4 dividend prior preferred 
stock in exchange for the new 
securities issuable under the plan. 
The new securities will be issuable 
November 16. Stockholders last 
month approved the recap plan. 
Under the plan, the company 
offers to exchange $40 principal 
amount of 30-year 6% subordi- 
nated income debentures and one 
share of a new $1.60 dividend 
prior preferred stock for each 
share of the $4 dividend prior pre- 
ferred now outstanding. 


Operations of Universal Wind- 
ing Co. for the fiscal year ending 
June 30, 1956, showed a substan- 
tial improvement over the pre- 
vious year and resulted in a net 


income of $654,388, compared 
with a net loss of $197,320 in 
fiscal 1955. The company is a 
manufacturer of winding and 
twisting machines for the textile 
industry. Net sales and other 
operating revenues of $17,320,678 
were up 29% from the $13,405,- 
599 reported in the previous fiscal 
year. Sales of defense products 
amounted to 12.4% of total net 
sales, compared with 22.5% in 
the previous year. The fiscal 
year’s net income of $654,388 was 
equal to $2.02 per share on tue 
306,542 shares of common stock 
outstanding. 





The 25 Biggest 
Defense Suppliers 





(Continued from page 67) 


Many other classified research 
and production contracts have r»- 
cently been awarded to Philco cn 
a “negotiated price” basis. This 
does not suggest that any consic- 
erable profit will be made this 
year. This increase in business wi | 
place Philco in the top 25 military 
ceentractors for the first time. In 
another year, experience may 
cause its profits to be commensur- 
ate with its volume of military 
business. —END 





Materials Handling 
Mechanical Cost-Cutters 
Thrive on Labor Savings 





(Continued from page 79) 


shown by all of these groups in 
recent years. The makers of in 
dustrial trucks—Clark Equipment, 
Towmotor, Yale & Towne, Otis 
Elevator’s Baker-Raulang Divi 
sion, Automatic Transmission Co., 
Buda Division of Allis-Chalmers, 
and Elwell-Parker—have shown 
particular rapid expansion of 
sales. Between 1950 and 1953, 
their sales as a group rose by 
100%, partly as a result of large 
Government contracts. Since then, 
Government orders have fallen off 
sharply, but non-defense business 
has continued to grow and has 
more than offset the dip in de- 
fense lines. 

Industrial and lift trucks form 
the mobile or flexible type of 
materials-handling equipment. 
Fixed equipment includes the 
overhead cranes and hoists, belt 
and roller conveyors. 


THE MAGAZINE OF WALL STREET 








<-> = os eet ct St ct es OO &® Shs O 


—— ima, oe a ae ee 





in 
in 
nt, 
tis 
vi 


rs, 
vn 


03, 
by 
ge 
on, 
off 
SS 
as 
le- 


of 
it. 
he 
elt 





Among the makers of overhead 
cranes and hoists, Harnischfeger 
Corp. is the largest producer. 
Other large producers are Whit- 
ing Corp., Manning, Maxwell & 
Moore, Yale & Towne, American 
Chain & Cable, Shephard Niles 
Crane & Hoist; Industrial Brown- 
hoist, controlled by Penn-Texas 
Corp.; Pacific Coast Engineering 
and Wellman Engineering., and 
American Hoist & Derrick. 

The makers of belt and roller 
conveyors include  Link-Belt, 
Chain Belt, Lamson Corp., Food 
Mechinery & Chemical, Joy Man- 
ufacturing, Goodman Manufac- 
turing and American Machinery. 


The Popular Fork Lifts 


Some companies, such as Yale 
& Towne and Clark Equipment, 
participate in more than one 
branch of materials-handling and 
machinery production, and thus 
are aided by diversification. Other 
miterials-handling producers, 
such as Joy, Goodman, Manning, 
Maxwell & Moore and Link-Belt, 
are active in other fields of ma- 
chinery and specialty production, 
as well as in materials-handling. 

Che fork-lift or industrial truck 
companies have had a particularly 
rapid rise since the war. Lift 
trucks are four-wheeled vehicles 
driven either by gasoline or Diesel 
engines, or by electric storage 
batteries. The hydraulically- oper- 
ated lift forks permit the con- 
venient carrying and stacking of 
goods, thus saving time and space 
in a plant. The trucks carry goods 
on skids and pallets, a technique 
which came into wide use for the 
first time during World War II 
and which has since been broad- 
ened to a point where factories 
have palletized their entire opera- 
tions to conserve labor. Lift-truck 
makers have made good use of 
the sales argument that any com- 
mon labor used to carry goods 
from place to place in a plant or 
warehouse can swiftly be elim- 
inated by palletizing operations 
through the use of lift trucks. 

Among the lift-truck produc- 
ers, some companies, such as 
Elwell-Parker, specialize in 
equipment that is designed to 
meet an individual customer’s re- 
quirements, while others, like 
Baker-Raulang and Towmotor, 
are mass producers of general- 
purpose equipment. 


Clark Achieves Success 


Clark Equipment has been a 
particularly successful producer. 
It makes fork-lift trucks in all 
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right” ON REQUEST 
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B&O sites and B&O know-how helped 
this multitude of manufacturers to find the right 
spots for profitable production. There’s a SITE 
TO SUIT you in B&O’s Land of Big Opportu- 
nity! One acre—or a thousand! A Seaboard 
site—a River site—a Lake site— or an “inland” 
site. Detailed studies on all are available. Let 
us show you these sites on the ground... 
or at your desk, with modern airviews plus 


3-dimensional color. Ask our man! 


B&O'S PLANT SITE MEN ARE LOCATED AT: 


Baltimore 1 Phone: LExington 9-0400 
New York 4 Phone: Digby 4-1600 Cincinnati 2 Phone: DUnbar 1-2900 
Pittsburgh 22 Phone: COurt 1-6220 Chicago 7 Phone: WAbash 2-2211 









BALTIMORE & OHIO RAILROAD 


Constantly doing things — better ! 
tot 
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sizes and capacities and has been 
able greatly to expand the market 
for larger types of equipment. In 
addition to its diversified line of 
industrial trucks, Clark makes 
tractor shovels and excavator 
cranes for the construction and 
bulk materials-handling indus- 
tries and also a line of transmis- 
sions, axles and axle housings for 
highway trucks, farm tractors, 
buses, etc. 

In the first six months of this 
year, Clark earnings and sales set 
a new peak. Earnings per share 
on the new stock recently split 
2-for-1 were equal to $2.01, 
against $1.64 a share for the 
same period of last year. An 
active research and development 
program has enabled the com- 
pany to bring out new and im- 
proved types of lift trucks at reg- 
ular intervals, thus helping it to 
capture a larger share of the 
equipment market. Such invest- 
ments in retooling and develop- 
ment are the surest path to lead- 
ership in an industry. 

George Spatta, president of the 
company, has shown himself to 
be an effective and imaginative 
executive in charting the growth 
of the company from a sales total 


of $9.6 million in 1936 to $131.2 
million in 1955. 

Towmotor’s «growth has not 
been as steady as Clark’s, but this 
company has shown an excellent 
recovery from the industry’s dip 
of 1954. Earnings last year were 
equal to $2.93 a share, against 
$1.36 in 1954. 


Chain Belt and Link Belt 


Among the makers of convey- 
ors and chain-transmission equip- 
ment, Chain Belt and Link-Belt 
both have shown steady progress. 
Both are well diversified, and 
show excellent earnings records. 
For the first half of 1956, Chain 
Belt’s net was equal to $3.81 a 
share, against $2.59 a share last 
year, while Link-Belt’s net rose 
to $2.88 a share in the first half 
from $1.88 in the same period of 
1955. Both are selling in a price 
area which point to stock splits 
during the next year or two, if 
earnings continue their present 
favorable trend. 

Joy Manufacturing, primarily 
a maker of mining machinery, 
has been unusually skillful in de- 
vising general industrial uses for 
equipment which it has developed 
for the extractive industries. 
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This is not an offer of these Securities for sale. The Exchange Offer ts made only by the Prospectus. 


Exchange Offer to Holders of Capital Stock of 
American Automobile Insurance Company 


1,750,000 Shares 


The American Insurance Company 
Capital Stock 


(Par Value $2.50 per Share) 


The 1,750,000 shares of capital stock of The American Insurance 
Company are offered by it to the holders of all the 1,750,000 shares 
of capital stock of American Automobile Insurance Company ona 
share for share basis, subject to the terms and conditions as set 
forth in the Prospectus. The Exchange Offer will expire at 3:00 
P.M. Central Daylight Saving Time on October 15, 1956 unless 
such expiration date is extended as provided in the Prospectus. 


Copies of the Prospectus are obtainable from the undersigned only in 
States in which the undersigned is legally authorized to act as a dealer 
in securities and in which such Prospectus may be legally distributed. 


Kidder, Peabody & Co. 
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Thus, Joy originally developed its 
Limber-roller for use with its Joy 
continuous miner in narrow coa] 
seams to carry coal from the min- 
ing machine to trucks. Now the 
Limber-roller is being sold suc- 
cessfully as an industrial materi- 
als-handling tool. Joy’s net for the 
nine months ended June 30 was 
$4.50 a share on the new stock 
after the recent 2-for-1 split, or 
more than twice net for the cor- 
responding period of the previous 
year. The bright prospects for the 
coal industry, and the peaceful 
completion of a new contract with 
John L. Lewis’ coal miners, point 
to further growth for Joy. 


Help from Automation 


The trend towards automation 
in plants is particularly helpful 
to makers of automatic convey- 
ors, if they can manage to inccr- 
porate their systems into produc- 
tion lines. In some cases, however, 
automation may tend to result in 
a loss of markets for producers 
of materials-handling equipment. 
Thus, machine tool makers and 
other designers of large single- 
purpose production and packag- 
ing machinery may incorporate 
their own materials—handling 
equipment in their products. 

For example, Cincinnati Mil!- 
ing Machine has developed large 
continuous-type millers, for mil!- 
ing cylinder head castings and 
other parts for the auto industry. 
Automation can be accomplished 
with this machine by combining 
it with a suitable transfer mech- 
anism for automatically carrying 
cylinders or other parts from one 
operation to another. When such 
large automatic equipment is 
adopted, materials-handling costs 
are greatly reduced. 

It is not likely, however, that 
automation will be adopted on a 
sufficiently broad scale to form a 
potent threat to the makers of 
lift trucks and hoists. The makers 
of chain belts and conveyors 
should be able to find ways to in- 
corporate their equipment in 
automatic machinery, if they ap- 
proach this market aggressively. 

The materials-handling indus- 
try has moved ahead rapidly in 
recent years. If capital spending 
by all industry is generally cur- 
tailed for any reason, such as a 
business recession, during the 
next year or two, the makers of 
handling equipment undoubtedly 
would see a dip in sales. But as 
long as labor rates continue to 
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rise, it does not seem likely that 
the industry will have very bad 
times, for the incentives for pur- 
chasing new and improved lift 
trucks and conveyors or hoists 
are great. The industry still is a 
eyclical one, but its successful per- 
formance in 1954 indicates that 
on any dip in 1957 and 1958 it 
would give a good account of it- 
self. —END 





Growing Vogue 
Cash plus Stock 





(Continued from page 75) 


representative companies which 
have gone to cash-and-stock this 
year. Included are large and small 
corporations, each representative 
ot a different industry. 


NATIONAL DISTILLERS PRODUCTS 
CORP. stockholders will receive 
late this month a 2% stock divi- 
dend. They also get 25 cents at 
quarterly intervals from this 
second - ranking distilling com- 
pany. Because of the tightness of 
the money market and the com- 
pany’s need for cash to finance 
expansion in the chemical and 
metals field, the company is ex- 
pected to declare occasional stock 
dividends during the next two or 
three years. 

It is estimated that National 
Distillers will spend about $44 
million on expansion for the 1956- 
1957 period and on the order of 
$2 million for research. Net profit 
for 1956 should be about $20 mil- 
lion, or slightly better than $2 a 
share. In the first half, the com- 
pany netted $10.1 million, equal 
to $1.08 a share. This compares 
with $6.8 million, or 68 cents a 
share, in the first half of 1955. 

Profits from the liquor division 
in the first half of this year are 
put at $16.8 million, up $1.6 mil- 
lion from the like 1955 period. 
However, for the next two or 
three years (the period in which 
stock dividends would supplement 
cash) National Distillers expects 
to sustain a loss of $1.4 million 
annually on the redistillation of 
rye whisky that will become eight 
years old, the maximum tax-free 
age allowed on bonded liquor. The 
company plans to redistill the old 
rye into alcohol for blending pur- 
poses rather than pay the $10.50 
per gallon tax and try to bottle 
the whisky for retail sale. Whisky 
inventories are onerous. 

National, however, sees a bright 
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Cables made of ARMCO 
“wonder steel” stop powerful 
Navy jets at 100 mph 


Special Armco Stainless Stee/ moves into new markets 


When a Navy jet puts down on an aircraft carrier, it’s traveling 
more than 100 miles an hour. The cables that stop it have to 
be hard and strong. And they must stay that way, in spite of 
corrosive salt air. 

The answer is a new Armco “wonder steel” that can take 
tremendous strains and shocks — and fight rust. This new Armco 
Stainless Steel, known as 17-7 PH, keeps its great strength long 
after most metals would be weakened by corrosion. 

New 17-7 PH Stainless has a combination of properties — 
strength, hardness, great heat and rust resistance — that makes 
it an ideal steel for a wide variety of uses besides arrester cables 
on aircraft carriers. And it is only one of the many versatile steels 
developed by Armco research. This constant search — and the 
expanding markets for our steels that result from it — has been 
a major factor in Armco’s steady growth. 


MIDDLETOWN, OHIO 


Gamcy. 
ARMCO STEEL CORPORATION We 


HEFFIELD STEEL DIVISION 


future for its chemical division. 


Pre-tax earnings from this seg- 
ment have risen to over 36% of 
total earnings this year, against 
about 10% last year. The company 
is expanding output of its chemical 
products. Emphasis is on greater 
production of metallic sodium, 
isosebacic acid and its related 
acids, used as low-temperature 
plasticizers, and _ polyethylene. 
Expansion plans on polyethylene 
call for output to increase to 100 
million pounds annually from 45 
million. Realization of this goal 


* ARMCO DRAINAGE & METAL PRODUCTS, INC. - THE ARMCO INTERNATIONAL CORPORATION 


would make National the nation’s 
third biggest producer of this 
plastic. 

The company also plans to be- 
come an important producer of 
titanium metal, putting into opera- 
tion by the end of 1957 a plant 
that would turn out 5,000 tons of 
titanium sponge per year. This is 
the hard, primary form of the 
metal that results from reduction 
of titanium tetrachloride. Tita- 
nium, unusually strong and light 
in weight, is used principally in 
the aircraft industry. Applica- 
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tions in the chemical, marine and 
other fields are increasing. 


The company has joined with 


nine other large corporations 
from diverse industries to build 
and operate a_ privately-owned 
nuclear reactor for research. 


SHELL OIL CO. stockholders will 
receive on October 16 a 10% stock 
dividend. Only once before has 
this American unit of the Royal 
Dutch-Shell Group resorted to a 
stock dividend. That was in 1953, 
when a 2% stock dividend was 
disbursed. That year was out- 
standing for Shell, as is 1956. 


Stockholders also receive 50 
cents at quarterly intervals, a 
modest payout in the light of net 
profit, which reached $4.56 a 
share last year. Continuing high- 
level profits this year stirred ex- 
pestation of a higher cash divi- 
dend. However, the company has 
decided to reward shareholders 
with a 10% stock dividend. 


Shell, of course, is a leader in 
the expansion-minded petroleum 
industry. Its capital expenditures 
last year amounted to $271,347,- 
000, or $34,407,000 more than in 
1954. Even paying dividends at 
the modest 50-cent quarterly rate, 
entailed an aggregate of $55,066,- 
000. 

Principal factors in the in- 
creased capital spending by Shell 
were the completion of a new re- 
finery (it ranks sixth in size as a 
refiner and has nation-wide mar- 
keting facilities) and the pur- 
chase by Shell Chemical Corp. of 
synthetic rubber facilities from 
the Government. Included in capi- 
tal expenditures is a total of 
$153,699,000, covering acquisition 
of leases and exploratory and de- 
velopment drilling for new crude 
oil and gas reserves. This figure 
does not include $56.2 million 
charged against current income 
for exploration work essential to 
the maintenance and improve- 
ment of its position in this vital 
phase of operations. Capital ex- 
penditures for the oil industry are 
expected to be maintained at the 
recent high level, and this condi- 
tion will also be reflected in the 
Shell picture for 1956. 

Shell did some important bor- 
rowing just prior to the tighten- 
ing of money rates. On February 
15, 1955, the company got $75 
million from five banks on a five- 
year, 3% note, repayable in three 
equal annual instalments. These 
funds were used for the comple- 
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tion of the refinery at Anacortes, 
Wash., the purchase from the 
Government of synthetic rubber 
plants and to provide additional 
working capital. 

The net profits trend for Shell, 
over the post-war decade, has been 
sharply higher. This rise, nearly 
fivefold, contrasts with an in- 
crease in cash disbursements of 
little more than twofold. There 
is little near-term prospect that 
Shell will go over to a generous 
cash policy in the light of capital 
needs. On the other hand, there is 
considerable likelihood that direc- 
tors will continue to reward share- 
holders, from time to time, with 


additional stock dividends to sup- 
plement the small cash payout. 


AMERICAN ENCAUSTIC TILING 
co. is a small, progressive com- 
pany that has made major strides 
during the post-war building 
boom with its ceramic tiles and 
bathroom accessories. Its progress 
may be gleaned from these bal- 
ance-sheet figures: At the end of 
1942, cash on hand amounted to 
only $183,000, with total current 
assets of less than $288,000 and 
current liabilities of $36,000. At 
the end of 1955: Cash totaled $1.5 
million, total current assets $28 
million, current liabilities $1 m:|- 





- Long-time Payers of Stock and Cash 














——_——_—_—_—_—————Earnings Per Share ——_—_— - Price Range Recent 
1951 1952 1953 1954 1955 — Ist 6 mos. 1955-1956 = Price 
1956 
Addressograph-Multigraph $6.84 $5.84 $5.74 $5.92 $7.86 $8.07! 154 - 77% 132 
| SR 3% 3% 3% 3 3% 3% 
Cash .. Boaioies 3.00 3.00 3.00 3.00 3.00 4.00 
American Mach. & Fdry. 2.42 2.03 2.41 1.62 1.64 1.51 35%- 23% 32 
BN sich sess saatecy cued : 212% 5% 5% 242% 2% - 
Cash axes .80 80 1.00 1.00 1.00 753 
American Metal Co. 1.92 1.70 1.63 1.66 1.67 1.21 3434- 22% 29* 
Stock . 5% 5% 5% 5% 5% 2 
Cash . F 75 75 75 .87 1.50 85° 
Babcock & Wilcox 1.89 2.20 2.58 3.10 2.62 1.40 4512- 22 40** 
Stock -~ -- 5% 5% 5% 5% | 
Cash .66 66 66 .66 91 1.003 
Cosden Petroleum 1.03 1.02 1.16 1.39 1.71 2.291 25 - 12% 22* 
Stock ...... a a 20% 25% 5% 5% 
Cash 47 50 .50 50 .62 813 
Dow Chemical 2.00 1.65 1.58 1.42 1.64 2.524 82%- 43% 70 
Stock 22% 5% 22% —— 2% 2% 
Cash .80 .80 1.00 1.00 1.00 1.103 
Fansteel Metallurgical 2.36 2.10 1.85 1.23 3.00 2.18 51¥2- 26% 44 
a ae ee 5% 5% 5% 3% 3% . 
Cash : 50 .50 50 50 75 753 
Food Fair Stores : 1.71 1.30 1.49 1.85 2.37 2.681 69%4- 43% 53 
Stock ; 3% 3% 5% 25% 3% 3% 
Cash : .80 .80 .80 .80 90 1.003 
Grand Union Co. 1.36 1.18 1.55 1.82 1.90 55° 36'%4- 25% 31 
Stock 6 5% 5% 5% 4% 5% 
IE c6 ii cxeseetseetssica peaks .50 .50 .50 50 .50 458 
Gulf Oil 6.17 6.01 7.13 7.16 8.19 4.91 147%2- 6142 113 
Stock 100% 4% 4% 4% 4% 5% 
| ee 4.00 2.00 2.00 2.00 2.25 2.503 
International Bus. Mach. 6.80 7.29 8.53 11.35 13.63 6.07 523 -279%% 455 
Stock 5% 5% 5% 22% 212% 7 
Cash 4.00 4.00 4.00 4.00 4.00 3.00 
Mead Corp. 2.58 2.49 2.21 2.31 3.15 1.69 41\2- 26% 33* 
Stock a 2% 22% 22% 242% 100% 
Cash oe 1.00 80 82 92 1.05 953 
National Gypsum ............... 3.12 2.84 2.71 4.56 4.61 2.61 61%- 45% 49 
ae ee 2% 2% —— 2% 2% 2% 
ae 1.40 1.40 1.60 2.00 2.008 
Plymouth Oil 4.24 3.97 3.32 2.78 2.83 1.75 40%4- 29% 33 
Stock ....... % 4% 12% I Ww% 12% - 
Cash ae. 1.60 1.60 1.60 1.60 1.203 
Rohm & Haas 7.48 5.73 6.73 12.52 17.23 7.57 510 -348 405 
RI rin es< kei 4% 4% 4% 4% 4% . 
Cash ...... 1.60 1.60 1.60 1.60 1.60 1.908 
Sun Oil ...... 4.70 4.45 4.68 4.17 4.72 2.48 80%4- 67% 77 
Stock . 10% 8% 8% 8% 6% 6% 
Cash 1.00 1.00 1.00 1.00 1.00 1.00 








*—Adijusted for 2 for 1 split in 1956. 
**—Adjusted for 3 for 1 split in 1956. 
1-12 months ended 4/30/56. 

2—Paid stock div. in December last year. 
3—Paid thus far in 1956. 


4—Year ended 5/31/56. 

5—Quarter ended 6/2/56. 

6-1/5 share of 412% preferred. 

7—VY4 share for each share held to effect a 5 
for 4 split. 
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lion and net working capital $1.8 
million. 

Back in 1942, the stock could 
have been bought for 62.5 cents 
a share. The recent price was $16. 
And back in 1942, earnings were 
a mere 2 cents a share. For the 
six months ended June 30, 1956, 
net profit totaled $517,000, equal 
to 80 cents a share, against $485,- 
000, or 75 cents a share, in the 
like 1955 period. 

Since dividends were inaugu- 
rated in 1948, some dividend has 
been paid in each year. Lately, 
shareholders have been receiving 
15 cents at quarterly intervals. 
Last year, disbursements totaled 
70 cents, as an extra of 10 cents 
was paid at year-end. This year, 
the company has continued the 15- 
cent quarterly payment, but a new 
element has been introduced. Last 
month, a 5% stock dividend was 
paid. 

American Encaustic has fol- 
lowed a conservative policy in 
expanding its operations. An ex- 
pansion program launched in 
1955, at a cost of about $1 million, 
was paid for out of retained earn- 
ings. It has been the experience 
of this conservative management 
that while manufacturing capac- 
ity is lower than sales capacity 
during a building boom, in normal 
times it has a well-balanced opera- 
tion. 


EASTERN AIR LINES, INC., a pio- 
neer in the field, is an outstand- 
ing example of the vision shared 
by stockholders and management. 
In the process of developing prime 
routes in this country and in 
Latin America, the company en- 
tailed expenditures that left little 
in the way of cash for share- 
holders. While profits were regis- 
tered consistently, directors were 
unable, because of these heavy out- 
lays, to establish a regular divi- 
dend policy until 1954. In August 
of that year the stock was placed 
on a 25-cent quarterly basis. 

Even this seemed like scant 
recognition of the shareholders’ 
rightful expectancy of a fair re- 
turn on the savings they had in- 
vested in Eastern. When earnings 
per share rose last year to $5.31 
from $2.88 in 1954, there was 
widespread expectation of a high- 
er dividend rate. While stockhold- 
ers are to get a better return, it 
will not be in added cash. 

For the next several years, be- 
cause of Eastern’s need to con- 
serve cash for meeting the heavy 
commitments for new aircraft as 
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For the Metal 
Industries ... 


The basic steel industry and the 
dynamic non-ferrous metal pro- 
ducers comprise a primary market 
for Blaw-Knox products. 

For this market Blaw-Knox de- 
signs and builds complete rolling 
mills including auxiliaries, ranging 
from laboratory pilot units and pre- 


cision aluminum foil mills to giant 
bloomers and four-high strip mills. 

The Blaw-Knox line for metal 
plants also includes rolls of all types 
in iron, steel and alloy compositions; 
high alloy castings for high tempera- 
ture and other severe service; water- 
cooled open hearth doors and frames; 
furnace reversing valves; dolomite 
machines; autopour devices; and a 
variety of cast products such as 
charging boxes, peels, slag pots, and 
ladles. 

The company has increased its 
opportunity in this vital market by 
a broadening of its line through a 
major acquisition and by integrat- 
ing five former divisions operating 
eight plants into one Foundry & 
Mill Machinery Group. 

For an informative look at how 
we serve our four major markets 
METAL PRODUCTION — THE 
PROCESS INDUSTRIES—HIGH- 
WAY AND PUBLIC WORKS 
CONSTRUCTION — PUBLIC 
UTILITIES and GENERAL IN- 
DUSTRY—write for a copy of 
This Is Blaw-Knox. 
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BLAW-KNOX COMPANY 
Blaw-Knox Building * 300 Sixth Avenue 
Pittsburgh 22, Pennsylvania 





the commercial jet age is ushered 
in, the company will pay a 2% 
stock dividend each year. The 
dividend in stock will be paid con- 
currently with the payment of the 
year’s final quarterly cash divi- 
dend. 

A measure of Eastern’s growth 
within the last three years alone 
may be gleaned from these figures 
set forth by Thomas F. Arm- 
strong, president of Eastern. In 
1953, Eastern owned 103 air- 
planes, including 11 post-war 
DC-4’s. That fleet provided a ca- 
pacity of about 4.3 million seat 
miles, produced $144 million in 
operating revenues and a net from 
operations of $5.9 million, after 
taxes. Three years later, Eastern 
owned 118 planes and was oper- 
ating six more under lease. The 
fleet was providing well over 6 
million seat miles. In 1955, oper- 
ating revenues totaled $198,608,- 
000 and net from operations 
amounted to $9,342,000, after 
taxes. In June, the company ac- 
quired the assets and route cer- 
tificates of Colonial Airlines. This 
was consummated through an 
exchange of stock. 


Eastern is out front in the so- 
called buying spree by the air- 
lines, with orders for 122 new 
aircraft costing $364 million. In 
order to carry out the new fleet- 
expansion program, Eastern last 
year entered into a long-term loan 
agreement with Equitable Life 
Assurance Society. All told, $90 
million was involved. Notes issued 
under the agreement provide for 
a 3.75% interest rate, which is the 
lowest in the industry for this 
type of financing. 

A unique feature of this loan 
allows the company 10 years be- 
fore repayments start in 1966.. 
Starting in June of 1966, repay- 
ment will be made in semi-annual 
instalments over a 10-year period 
continuing through 1975. If man- 
agement elects, the loan may be 
prepaid. 

Under terms of the agreement, 
$50 million was borrowed last 
December. The balance may be 
borrowed any time prior to De- 
cember 16, 1959. In the light of 
the heavy expenditures for jets, 
it may be that even the cash ac- 
cumulated through depreciation 
and profits (added to the $90 mil- 
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lion loan) will not suffice to cover 
all of Eastern’s needs. Hence cash 
dividends over the next several 
years are certain to be on the 
lean side. 


ROCKWELL SPRING & AXLE CO. 
stockholders, who receive 50 cents 
on the common at quarterly inter- 
vals, got a 2% stock dividend on 
June 18 and will get yet another 
2% in stock on December 18. This 
was decided upon by directors 
back in April, when Colonel Wil- 
lard F. Rockwell, chairman of the 
board, declared the company will 
pay stock dividends as long “as 
earnings are good and as long as 
we are required to continue our 
expansion by investing a consider- 
able part of our earnings.” 

Rockwell, an important factor 
in the auto-parts industry, stems 
from the merger three years ago 
of Standard Steel Spring Co. and 
Timken-Detroit Axle Co. Stand- 
ard had made parts largely for 
passenger cars, while Timken- 
Detroit served makers of trucks 
and commercial vehicles. It also 
made a line of home-heating 
equipment. The three-year old 
company is interested in further 
diversity. 

The company is in a strong 
financial position, with neither 
bonds, preferred stock nor other 
obligations ahead of the common 
stock. Reflecting its confidence in 
the adequacy of its finances, the 
company last year voluntarily re- 
duced to $10 million from $20 mil- 
lion an authorized line of credit. 

Net profit last year totaled 
$17,310,000, equal to $3.79 per 
share, on sales of $271,934,000. 
This was a 43% rise in the net 
profit from 1954’s $12,108,000, 
equal to $2.65 a share, on sales 
of $241,796,000. In the first six 
months of this year, despite the 
sharp drop in automotive produc- 
tion, Rockwell has fared relatively 


well. Sales for the period totaled 


$136,675,000 and net was $7,092,- 
000, equal to $1.52 a share. This 
compares with sales of $139,013,- 
000 and net of $8,682,000, or $1.87 
a Share, in the like 1955 period. 


It is important to note that, for 
the first half of 1956, the company 
charged to costs $1,234,000, repre- 
senting extra costs, or the amount 
in excess of regular costs, paid 
for premium and grey market 
nickel during the period. In addi- 
tion, preliminary expenses in- 
volved in the establishment of a 
new plant at Mishawaka, Ind., 


charged against income in the 
first half amounted to $530,000 
and major changes at other plants 
resulted in charges of about $1.4 
million. 

Thus, Rockwell would appear 
to be in a prime position to cope 
with a considerable expansion 
program without having resort to 
outside borrowing. At the same 
time, strong finances should per- 
mit retention of the $2 annual 
dividend, providing an unusually 
high yield, supplemented by occa- 
sional stock dividend. —END 





Alaska and Canada 





(Continued from page 73) 


However, what really stirs the 
imagination is the plans for the 
development of British Columbia’s 
vast waterpower resources. Two 
of these projects, apparently 
backed by Ventures, Frobisher, 
and Quebec Metallurgical Indus- 
tries, would do something that has 
been done by Alcan at Kitimat: 
Dam and reverse a river, and then 
drop it from tremendous heights 
to the Pacific Coast. The Nass 
River development would produee 
500,000 horsepower, whereas re- 
versing the Yukon River and drop- 
ping it into the Taku River water- 
shed would produce almost 5 mil- 
lion horsepower, more than twice 
as much as will ultimately be 
produced at Kitimat (2.3 million 
hp.) The power so generated 
would be used chiefly for metal- 
lurgical purposes. 

Another project which would 
be greater than Hoover and Grand 
Coulee Dams combined is planned 
for the Fraser River. The 3.5 
million hp. installed capacity 
would be used by a new aluminum 
smelter that would rival Alcan’s 
at Kitimat. This project must 
await the solution of salmon pro- 
tection. It is estimated that at 
the present rate of industrial ex- 
pansion, British Columbia’s pow- 
er requirements will double in 
the next six years. 

While the bustle and hustle that 
one sees around Vancouver City, 
in Kitimat, and on Vancouver 
Island reflect, by and large, pri- 
vate enterpreneurial activity, a 
great deal of the activity that 
one sees in Alaska has been due 
to U. S. Government spending. 
But there are places like Ketchi- 
kan, where American Viscose and 
the Puget Sound Pulp & Paper 


Co. have been operating since 
1954 one of the largest and most 
modern pulp mills in the world, 
which are busy and up-and-com- 
ing. Anchorage, dubbed “the Los 
Angeles of Alaska,” is another 
busy and rapidly growing city. 
It has profited from the develop- 
ment in Western Alaska of min- 
eral resources, including petro- 
leum, and it also is an air, rail 
arid highway transportation cen- 
ter. 

In 1867, when Secretary “e- 
ward was accused of misinvest- 
ing $7.2 million in what was then 
called American Siberia and Wal- 
russia, he did not know that his 
purchase would provide America 
with a natural defense rampart 
and prevent the establishment of 
a Communist beachhead in tie 
Western Hemisphere. 

Since 1867, Alaska has yielded 
close to $1 billion in minera! 
wealth alone; over $600 million 
was accounted for by gold, and 
some $240 million by copper. The 
value of fish products taken from 
Alaska’s waters passed the %2 
billion mark in 1950. No wonder 
that the Soviet Union is complain- 
ing of being gypped. On the other 
hand, since 1940 U. S. taxpayers 
have poured close to $2 billion 
into defense construction. This 
does not include other Army 
spending. A quarter of the pres- 
ent Alaskan population of some 
210,000, which, incidentally, has 
doubled since the end of World 
War II, consists of military per- 
sonnel. 

Government spending has had 
far-reaching effects on Alaska’s 
economy. The Fairbanks area, for 
example, where some of the huge 
airbases are situated and from 
where the D.E.W. (Distant Early 
Warning) Line is serviced, now 
has almost as many people as the 
whole country had back in the 
1920’s. All kinds of service in- 
dustries — hairdressing, garages, 
radio service—have sprung up, 
not only attracting immigrants 
from the States, but pulling na- 
tive Alaskans from their primar) 
pursuits — fishing, mining, and 
lumbering. 

As for the Alaskan natives 
the Eskimos, the Aleuts and a few 
Indian tribes in the south and in 
the interior—they are estimated 
to number about 35,000. The war- 
time and post-war prosperity 
based on military spending has 
disrupted their ancient tribal way 
of life, based on hunting and fish- 
ing, and most of them have yet 
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to adjust to the new ways. Many 
of them are seasonal workers in 
fish canneries, and their living 
standards generally are _ low, 
though some of the individual na- 
tives are said to be making good 
money—as much as $10,000 a year 
—as commercial fishermen and 
trappers. 


Critical Stage of Development 


Everything considered, Alaska 
may be said to be in a critical 
stage of development. The older 
industries, such as salmon fishing 
and gold-mining, are not doing 
too well, and some of the towns, 
such as Skagway, have a blighted 
appearance. On the other hand, 
those areas where defense spend- 
ing has been heavy look prosper- 
ous and labor is in short supply. 
However, some of the defense 
projects now are being finished, 
and the question is what will hap- 
pen if defense spending should 
really decline. 

There are several ways of miti- 
gating a crisis, should one develop. 
One way lies in the moderniza- 
tion of the older industries, such 
as fish-canning. Alaska’s fishery 
resources offer a number of new 
opportunities, both in new species 
of fish and new treatment of spe- 
cies already being caught com- 
mercially, According to a survey 
made by the Seattle First Na- 
tional Bank, there has been very 
little use made of bottom fish, 
which are found over the entire 
Alaskan coast. Shellfish produc- 
tion has increased, but can still 
be developed further. There is 
additional potential in the pro- 
cessing of fish waste either for 
fertilizer or for sale to fur farm- 
ers. 

Another way out lies in the 
diversification of the Territory’s 
economic activities. This ap- 
proach would include the raising 
of some local food, such as pota- 
toes, and the development of the 
dairy and livestock industries, 
for which parts of Alaska are 
suited. Tourist facilities are im- 
proving, but travel is held back 
by long distances and high costs. 

The greatest potentialities, 
however, lie in the development of 
forest industries and in the ex- 
ploitation of industrial minerals. 
Alaska’s huge coastal forest could 
probably sustain five or six pulp 
mills comparable to the Ketchi- 
kan plant. A second pulp mill now 
is being constructed by the Pa- 
cific Northern Timber Co. A third 
CCTOBER 
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pulp mill is to be set up in the 
Juneau area by the Georgia-Pa- 
cific Plywood Corp., while the 
Sitka area is to get a pulp mill 
and a sawmill, planned by the 
Alaska Lumber & Pulp Co., the 
principal shareholders of which 
are seven Japanese paper and 
rayon companies. 

Mineral resources, other than 
gold and copper, also are being 
probed. The United States Steel 
Corp. has acquired two iron ore 
deposits on Prince of Wales Is- 
land off the southeastern coast, 
while the Kaiser Aluminum & 
Chemical Corp., has acquired title 
to gypsum deposits on one of the 
large islands off the Panhandle 
area. There is growing interest 
in the exploitation of Alaska’s 
chrome, nickel, tin, and mercury 
deposits. Several leading U. S. 
petroleum companies are looking 
for oil in the south-central area 
(Kenai Peninsula), and there are 
plans for the exploitation of na- 
tural gas deposits in the strategic 
Fairbanks area. 

There also are huge hydro- 
electric power resources waiting 
to be developed. They are esti- 
mated to equal to about two-fifths 
of the hydroelectrical potential 
of Continental United States. The 
most discussed project, the so- 
called Taiya Scheme, was pro- 
posed by Aleoa. It would drop 
water from the Yukon River 
across the coastal range of moun- 
tains and supply power to a huge 
aluminum plant near Skagway. 
The Harvey Aluminum Co. is in- 
terested in developing a site on 
the Copper River and three major 
cities on the Susitna are proposed 
to supply power for the rapidly 
growing industrial area based on 
Anchorage. 


If Alaskan economic activities 
are to be diversified, the Terri- 
tory’s huge areas must be opened 
up by highway transportation and 
provided with public works. For 
this, however, territorial re- 
sources are too slender and the 
Federal government must con- 
tinue to help. This realization is 
probably one reason why the vis- 
itor finds the agitation for state- 
hood somewhat lukewarm. More 
liberal policies in respect to land 
ownership also are essential. Only 
about 2% of Alaska’s vast terri- 
tory is privately held; the rest is 
held by the Federal government 
either as national parks, forest or 
naval reserves, or in trusteeship 
for the natives. END 











GOOD NEWS..! 
about any equipment 


You can say it of a 
growing number of ma- 
chines, industrial and 
agricultural— 

From flywheel to the 
point of torque applica- 
tion, Power Transmission 
system designed and 
manufactured by CLARK 
Equipment. 

There’s no better evi- 
dence of outstanding 
quality—no better proof 
that it’s good business to do 
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business with 





CLARK EQUIPMENT COMPANY 
BUCHANAN, MICHIGAN 
Other Plonts: Battle Creek, Jackson, Benton Hasber shor 











DIVIDEND NO. 175 
ON COMMON STOCK 





The Board of Directors of Con- 
sumers Power Company has 
authorized the payment of a 
quarterly dividend of 55 cents 
per share on the outstanding 
Common Stock, payable No- 
vember 20, 1956 to share 
owners of record October 19, 
1956. 


DIVIDEND ON 
PREFERRED STOCK 
The Board of Directors also 
has authorized the payment of 
a quarterly dividend on the 
Preferred Stock as follows, 
payable January 2, 1957 to 
share owners of record Decem- 


0 
we: 


ber 12, 1956. 
CLASS PER SHARE 
$4.50 $1.12 
$4.52 $1.13 
$4.16 $1.04 


CONSUMERS POWER COMPANY 
JACKSON, MICHIGAN 


Sewing Ontstate Michigan 
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For Profit and Income 





(Continued from page 85) 


Two Buys 


On the basis of earnings, an 
early increase — possibly before 
you read this—seems likely in the 
$1.80 dividend rate of Southern 
Natural Gas, possibly to $2, on 
which basis the yield at current 
price of 3514 would be over 5.6%. 
Considering yield and growth po- 
tentials, the stock is at least mod- 
erately under-valued at this level. 
The same appears so of Washing- 
ton Water Power, an electric 
utility which promises continuing 
moderate-rate, but persistent, 
growth and which always distrib- 
utes a high percentage of earnings 
in dividends. Chances appear good 
that the $1.80 rate will be boosted 
to $1.90 in November, on which 
basis the stock, now at 36, would 
yield around 5.3% gross return. 
Note the “gross.” Last year, 
83.1% of payments were tax- 
exempt, and it is indicated that 
around 75% or more of payments 
will remain tax-exempt through 
1957. The after-tax yield is hand- 
some and is not premium-priced 
since gross yield of 5.3% com- 
pares with a present average 


around 4.9% for electric utilities 
generally. 


Standout 


The stocks showing standout 
strength at this writing are too 
few to be worth mentioning, espe- 
cially since they are mostly sec- 
ondary issues which could be low- 
er by the time you read these 
comments. At the same time, 
those showing conspicuous weak- 
ness are too numerous to list. A 
few of the more prominent ones 
are: Atchison, Carrier, Coca-Cola, 
Colgate, Goodrich, Penney, Amer- 
ican Can, Texas Co., Radio, du 
Pont, Monsanto Chemical, Deere, 
Illinois Central, Phileco, Kaiser 
Aluminum and Woolworth. 


Stock Groups 


Really alluring performance 
cannot be cited by any stock group 
at this writing, even though a 
number are holding up fairly well. 
Groups currently performing 
worse than the market include: 
aluminum, chemicals, oils, rails, 


metal fabricating, paper, soft 
drinks, movies and tires. 
Boom 


The shipbuilding stocks, all 
speculative, are well down from 
1955 or 1956 highs, but are meet- 
ing informed support. Fact is 
that a boom in merchant ship- 


DECREASES SHOWN IN RECENT EARNINGS REPORTS 


Mueller Brass Co. peste doans 
Western Union Telegraph ....................... 
cay aia th cecideic aiisansesksnesaseasbe 
Southern Pac. Trans. Sys. ............. 


Atch., Top. & Santa Fe 
Continental Motors ..... 

Emerson Radio & Phonograph 
Aldens, Inc. lean cGoataan ask SilCces 
International Minerals & Chem. 
Rohr Aircraft Corp. ..... 


. Quar. Aug. 31 
. 8 mos. Aug. 31 1.22 1.32 
. Year June 30 32 -50 


1956 1955 
$1.01 $1.30 


8 mos. Aug. 31 4.23 4.90 


. 8 mos. Aug. 31 1.59 1.72 


9 mos. July 31 21 54 


. 39 weeks July 28 -02 81 
. 6mos. July 27 -28 -46 


Year June 30 2.14 2.55 
Year July 31 3.49 3.63 














INCREASES SHOWN IN RECENT EARNINGS REPORTS 


Louisville & Nashville R. R. 
Texas Utilities Co. 
Eagle-Picher Co. 
Magnavox Co. ... 

Ohio Edison Co. 
Eversharp, Inc. .. apes 
EE OR RICE ONTETE. OC CES 
Southern Railway 
Caterpillar Tractor 

















1956 1955 

8 mos. Aug. 31 $6.98 $5.90 

3 mos. Aug. 31 72 -60 

. Quar. Aug. 31 1.36 1.25 

. Year June 30 3.54 2.88 

. 12 mos. Aug. 31 3.72 3.39 

. 6 mos. Aug. 31 1.23 1.05 

12 mos. Aug. 31 1.48 1.38 

.. 8 mos. Aug. 31 3.57 3.42 
8 mos. Aug. 31 3.83 2.44 
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building is underway (THE MAGa- 
ZINE, September 1). In terms of 
tonnage, ships under construction 
or on order have more than 
doubled since the start of this 
year. Over 80% of the American- 
flag fleet is scheduled for replace- 
ment by 1965, with the Federal 
subsidy agreements with shipping 
lines now being put on a 20-year 
basis, against 10 years previously. 
The program calls for annual 
construction of ships at an ave- 
rage some five times 1955’s low 
level. The Suez threat, projec ed 
growth of European oil consurip- 
tion at a rate about double tat 
in the U.S., and the simple ari h- 
metic of ocean transportat on 
costs assure much increased en- 
phasis in nearby years on con- 
struction of oil super-tanke’s. 
Probably the best speculation is 
Newport News Shipbuilding, cne 
of the largest and best-rounc ed 
concerns. Currently improving in 
market position, the stock is at 
62 in a 1956 range of 6834-0. 
Due to the time lag between 
orders and deliveries, 1956 pro ‘it 
will be somewhat under 195)’s 
$6.03 a share, but potentials for 
1957 and beyond look good. —END 





Sulphur Producers 
Prospects, Problems 





(Continued from page 81) 


standing. This final figure for the 
full year wiped out an 11-cent a 
share deficit for the first six 
months of 1955. 

The earnings uptrend has car- 
ried over into 1956. Sulphur pro- 
duction for the first eight months 
totaled 360,000 tons, with the re- 
sult that earnings for the 12 
months ended August 31 reached 
$1,936,039. This was the equiva- 
lent of $1.01 a share for the first 
full year of sustained production 
and shipping. With production 
now running at about 2.000 tons 
a day, it is expected that for the 
1956 calendar year, net income 
will be in the neighborhood of 
$2.5 million. 

After paying the recently de- 
clared 25-cent initial dividend this 
coming November 19, to stock of 
record October 26. Pan American 
expects to end 1956 with retained 
earnings of about $2.3 million, or 
slightly in excess of $1 a share. 
It also is expected to have net 
working ecavital of anvroximately 

(Please turn to page 110) 
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SOUND PROGRAM FOR 
1956-57 


For Protection — Income — Profit 


There is no service more practical .. . 
more definite . .. more devoted to your 
interests than The Forecast. It will bring 
you weekly: 


Three Investment Programs to meet 
your various aims ... with definite 
advices of what and when to buy and 
when to sell. 


Program 1—Top grade stocks for security and 
assured income with excellent ap- 
preciation potentials. 


Program 2—Special dynamic situations for sub- 
stantial capital gains with large 
dividend payments. 


Program 3—Low-priced stocks for large per- 
centage growth. 


Projects the Market . . . Advises What Action to 
Take . .. Presents and interprets movements by 
industry of 46 leading groups comprising our broad 
Stock Index. 


Supply-Demand Barometer . . . plus Pertinent 
Charts depicting our 300 Common Stock Index. 
100 High-Priced Stocks. 100 Low-Priced Stocks; 
also Dow-Jones Industrials and Rails from 1942 
to date. 


Dow Theory Interpretation .. . tells whether 
major and intermediate trends are up or down. 
Essential Information for Subscribers . . . up-to- 
date data, earnings and dividend records on 
securities recommended. 


Telegraphic Service .. . If you desire we will wire 
you in anticipation of important market turns. 
Washington Letter—Ahead-of-the-News interpreto- 
tions of the significance of Political and Legisla- 
tive Trends. 


Weekly Business Review and Forecast of vital hap- 
penings as they govern the outlook for business 
and individual industries. 








Forecast Stocks Show Independent Strength... 


370% Gain on Boeing Airplane 
233% Profit on General Dynamics 





On April 6, 1956 when the market reached its highest point 
this year, Boeing closed at 813g—while General Dynamics 
closed at 611%. Despite the sharp decline that has taken 
place since then, Boeing has appreciated 267% points—while 
General Dynamics has gained 1014 points. 

Boeing Airplane was recommended to subscribers at 46— 
prior to the 2-for-] stock split in 1954 which marked our 
cost down to 23. On August 6, 1956, Boeing was split again, 
2-for-1, reducing our cost to 1114 for the new shares which 
are selling at 5414—representing 370% enhancement. Cash 
dividends of $1.50 seem assured for a 13% yield on our 
original buying price. 


Also. we recommended General Dynamics in April, 1954, 
at 43. It was then split 2-for-1, marking our cost down to 
2114. Now, the company has just proposed a 3-for-2 stock 
split. On this good news, General Dynamics has now reached 
715—to show 233% gain from our original recommended 
price. The $2.20 dividend yields 10.2% on our cost. 


We have recently released 2 new recommendations—to be 
followed by further selections of promising new opportun- 
ities at sound buying levels. We believe our new and coming 
buying advices will help us to maintain our outstanding profit 
and income record of the past two years. 


ENROLL NOW—GET ALL OUR RECOMMENDATIONS 
The time to act is now — so you will be sure to receive all 
our new and coming selections of dynamic income and profit 
opportunities at strategic buying prices. 


Mail your enrollment today with a list of your holdings (12 
at a time). Our staff will analyze them and advise you 
promptly which to retain — which are overpriced or vulner- 
able. By selling your least attractive issues you can release 
funds to buy our new recommendations. 








Mal (Coupon * 
Joday. 
Special Offer 


THE INVESTMENT AND BUSINESS FORECAST 
of The Magazine of Wall Street, 90 Broad Street, New York, N. Y. 
I enclose [] $75 for 6 months’ subscription: [J $125 for a year’s subscription 





SPECIAL OFFER—Includes one month extra FREE SERVICE 











(Service to start at once but date as officially beginning 
one month from the day you receive my payment.) 


de- MONTHS’ 75 SPECIAL MAIL SERVICE ON BULLETINS 
hi . SERVICE Air Mail: (1) $1.00 six months; [) $2.00 [) Telegraph me collect in anticipation « 
nis 


one year in U. S. and Canada. important market turning points . . 














- of Special Delivery: (] $5.20 six months; When to buy and when to sell . 
] MONTHS’ $125 CJ $10.40 one year. to expand or contract my position. 
“ SERVICE Le Aa SEER ERE e Meroe etc APRT ON 

( 

Address ....... iiss cei ewes alba i ae oa as tna RINT ke ; : sieiebabniiemtea 
pat Complete service will start at RO ce Rn ROM nO Neos Re ter Or eR RRR hee ee RTT R A ee ER RTT REN re 
re. once but date as officially be- Yn ccecceeeceeneeeceeercceseeteceeececeerceeeeeceraeeneseaeseeceenesmeceseeneaneaeaneaseneeeeees eoceseosee 
net ginning one month from the day State = catactdimasemsiae’ ‘ - sana - acta na er paapabnanebaaees ra saaiiagniie oes Sudibeadeseanibiiaabin “7 oso 

_ chec. i: j . Y ti not be assign a ist up to of your securities 
faly ons a a aan ae ole oe initial analytical and advisory repert. 
10} deductible for tax purposes. e 
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$5.5 million. This will be after 
the expenditure of $2 million for 
new facilities which, when in full 
operation, will lift total annual 
capacity to close to a million tons 
of sulphur annually. 

If this expectancy is realized by 
Pan American Sulphur, it is not 
difficult to go along with the fore- 
cast that the Mexican sulphur 
properties will be producing at 
the rate of about 1.5 million tons 
before the end of 1957, the greater 
portion of which will be offered 
for export inasmuch as Mexico’s 
annual sulphur requirements at 
this time do not exceed 73,000 
tons. Unquestionably, this pro- 
duction for export is almost cer- 
tain to offer competition for the 
American producers. Evidence of 
this was seen almost a year ago 
when increased world supply in 
overseas markets forced a leading 
American sulphur producer to 
eliminate the premium at which 
it previously had been selling sul- 
phur abroad, leveling its price to 
that which it commanded in the 
domestic market. 

Despite the appearance of Mex- 
ican sulphur in world markets, 
Freeport Sulphur, in the first half 
of this year, provided definite 
evidence that it did better than 
hold its own against competition. 
For the six-month period, it 
showed net sales of better than 
$34.2 million, from which it re- 
alized net income of $6.7 million, 
or $2.71 a share, against 1955 first 
half-year net income of $5.8 mil- 
lion, equal to $2.45 a share. 

Texas Gulf Sulphur’s report 
for the first half of the current 
year was somewhat in contrast, 
gross revenue from sales dipping 
to $44.6 million from $48.7 mil- 
lion for the corresponding months 
of last year. After including roy- 
alties, interest and other income 
totaling $631,710 for the 1956 
first half-year, up from $486,367 
a year ago, net income for the 
six months to last June 30 
amounted to $14.7 million, or frac- 
tionally better than $1.47 a share. 
This compares with last year’s 
first six months’ net income of 
$16.9 million, equal to $1.69 a 
share. 

Because sulphur is an essential 
material, going into the manufac- 
ture of fertilizers, chemicals, pulp, 


iron and steel, paint and a long 
line of other products and in view 
of the growing industrialization 
of this country and others around 
the world, the outlook is for in- 
creasing consumption throughout 


the coming decade. —END 





New Techniques 
Revolutionize Retailing 
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scattered exceptions, have proven 
highly profitable. But whether 
they build or rent, the stores are 
faced with staggering costs. Thus, 
if they rent they can expect the 
landlord will require higher rent- 
als than might have been the 
case a few years ago, for the 
man who builds now must pay 
nearly three times as much as 
in the pre-World War II era. 
Nor does the landlord usually 
provide such items as lighting 
fixtures, finished floors, air-con- 
ditioning, escalators and eleva- 
tors—all ascending in price. 

Some insight to the kind of 
costs a store chain can incur is 
provided by Allied Stores Corp., 
largest in the field. That company 
is building a network of seven 
shopping centers at a cost of more 
than $237 million! Federated also 
has sought the wide open spaces 
at tremendous cost, but it is pay- 
ing off handsomely. In the years 
since the end of World War II, 
Federated has achieved a great 
increase in its physical plant, 
raising total floor space (exclud- 
ing parking facilities) to 10,669,- 
000 square feet from 5,625,000 
square feet. While space under 
roof was being doubled, parking 
facilities were being increased to 
2.5 million square feet from a 
mere 65,000 square feet. 

Across the Hudson River from 
teeming New York City there is 
rising the greatest of all shop- 
ping centers. Land that once pro- 
duced potatoes and other vege- 
tables is being readied for an on- 
rush of patrons next year. In the 
obscure community of Paramus, 
N. J., in commuter-swollen Ber- 
gen County, there is rising a shop- 
ing center that is actually two 
shopping centers. 

Allied Stores is building one 
that will have a Stern’s depart- 
ment store among 100 other stores 
sprawling over 105 acres. There 
will be parking for 8.600 cars. 
Stern’s will occupy a four-story, 





315,000 - square-foot structure. 
Less than a mile distant, R. H. 
Macy is erecting an L. Bamberger 
& Co. unit. There will be some 60 
other stores in the 150-acre de- 
velopment, which will have park- 
ing for 11,000 cars. The Bam- 
berger store will cover 340,000 
square feet and the other units 
will be clustered about it. 

When completed, this twin 
shopping center (it was to have 
been a joint venture, but Allied 
and Macy finally decided to go 
their own way) will embrace 
scores of “name” retailers, in- 
cluding Horn & Hardart, Food 
Fair, J. J. Newberry, A. S. Beck, 
Thom McAn, J. C. Penney, Fanny 
Farmer, Bond Stores, S. S. Kres- 
ge, Lerner and Walgreen. 

There will be discount houses 
in the neighborhood, too. E. J. 
Korvette and Masters, Inc., two 
of the best known price-cutters 
extant, plan to move in. 

Allied, Macy and dozens of 
other storekeeping kingpins are 
reconciled to the discounters, al- 
though there is widespread be- 
lief within the retail trade that 
large numbers of the hole-in-the- 
wall price-cutters are going to 
shutter their doors permanently. 
This new-born cockiness stems 
from a decision to meet the dis- 
counters on their own grounds— 
compete on price! Few, if any, 
merchandisers put their faith in 
manufacturers’ policing’ their 
products for rigid enforcement 
of Fair Trade laws. Aside from 
such companies as General Elec- 
tric, Bissell (maker of carpet 
sweepers), Parker Pen and Re- 
vere Copper & Brass, the retailer 
is hard put to name another com- 
pany that polices it line. 

To meet the competition from 
the price-cutters, has _ entailed 
belt-tightening on the profit-mar- 
gin front. The stores lost markup 
on more than a dozen different 
items last year, but nowhere was 
the pinch so great as in major 
appliances. It is here that the 
discount houses have proven the 
biggest headache. 

In business where the profit 
margin may be less than 2% (A\I- 
lied Associated Dry Goods, Gim- 
bel Bros., Macy), fighting fire 
with fire can be a costly exercise. 
But it would be even more costly 
to sit back and watch the dis- 
counters take over the balance of 
the appliance business, after 
which they would go on to other 
lines. Indeed, many of the price- 
cutters already have, featuring 
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textiles, cosmetics and sporting 
goods. 

Retailers, of course, must stress 
cost-cutting if they are to remain 
competitive with the price-cut- 
ters. This is no simple task amid 
the current wage-cost-price spi- 
ral. While retailers have been 
exempt from the Fair Labor 
Standards Act (Congress pushed 
the hourly wage minimum this 
year to $1 from 75 cents), they 
are going to have their hands full 
staying out from under. In any 
case, there is a labor shortage 
and stores will find it increas- 
ingly difficult to obtain compe- 
tent personnel at less than the 
going wages. 

Cost-cutting entails the most 
modern office equipment and bill- 
ing machines; getting customers, 
wherever possible, to carry home 
their purchases, or exacting a 
charge for delivery; a pooled de- 
livery service shared in by other 
stores, and a stepped-up system 
of self-service. 

This last is of supreme impor- 
tance. There is scarcely a store 
chain today that does not utilize 
self-service (or self-selection, as 
the trade prefers to call it) in 
some branches of the operation. 
The discount houses always have 
used it. The bulk of patrons to- 
day cares little for service or the 
cathedral-like atmosphere that 
many old-line stores featured. Peo- 
ple, by and large, will yield both 
if they can buy the same factory- 
sealed radio for less in a fluores- 
cent-lighted bargain shop down 
the block. 

These then are the problems— 
and the opportunities—of the re- 
tail field. On balance, there is 
much reason for optimism. For 
one thing, department stores in 
every one of the 12 Federal Re- 
serve districts have boosted vol- 
ume in the first nine months of 
this year from the corresponding 
period of 1955. Sales, on the aver- 
age, are running 4% ahead of a 
year ago. 

Still, it must be emphasized 
that this is dollar volume, not 
physical volume. Television sets, 
typewriters, paint products, floor- 
covering and scores of other items 
have been mounting in price. Such 
price hikes make the sales gains 
reported by department stores 
highly deceptive. And it is most 
important to remember that the 
rise in retail prices this year has 
run (however slightly) behind 
the boost in the wholesale price 
level. All signs point to additional 
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price rises in consumer goods, 
adding to the distorted picture 
provided by dollar-volume figures. 

Rising volume is crucial, since 
it lowers the operating costs per 
dollar of sales. Obviously, many 
of the merchandiser’s costs go 
on whether he does a brisk busi- 
ness or twiddles his thumbs — 
items such as rental, insurance, 
utilities and (to a large extent) 
personnel. 

Profit margins rose nominally 
during the six months ended July 
31-first half of the fiscal year 
for most retailers. Since profit 
margins are based on dollar vol- 
ume, most stores have been able 
to hold their own, at the least. 
But there is ample cause for con- 
cern in an inflationary spiral that 
could foster consumer resistance 
while the cost of doing business 
rises. Any decline in dollar vol- 


ume, however slight, would 
pinch. 
Thus, while the retailers of 


America have come out on top 
in the post-war revolution, they 
must, like people in other fields 
of endeavor, contend with the all- 
too-familiar price and _ profits 
squeeze. END 


(In the next issue THE MAGA- 
ZINE will deal with the leading 
stores, company by company. This 
story should prove of inestimable 
aid to investors.) 





The Striking Contrasts 
In Today’s Market 





(Continued from page 60) 


Speculation on margin has not 
figured significantly in market 
vulnerability since the 1929-1932 
bear market. In August, brokers’ 
loans were only 1.03% of the total 
market value of listed stocks, 
down from a 1955 average of 
1.20% in reflection of the 70% 
requirement and of increased cau- 
tion. This is frequently cited as 
precluding wide decline based on 
forced liquidation. So it does—but 
it does not preclude decline, pos- 
sibly fairly wide, on voluntary 
selling if business activity and 
profits shrink much at any time, 
or if a majority of investors think 
(rightly or wrongly) that they 
will. Proving this point, brokers’ 
loans at the 1946 market top were 
only 0.87% of total stock valua- 
tion, the ratio having been pared 
from a 1945 average of 1.5% by 





@ | AMERICAN 


AVISCO | V/SCOSE 
CORPORATION 


Dividend Notice 


Directors of the American Viscose 
Corporation at their regular meet- 
ing on October 3, 1956, declared a 
dividend of fifty cents (50¢) per 
share on the common stock, payable 
on November 1. 1956. to sharehold- 
ers of record at the close of business 
on October 19, 1956. 


WILLIAM H. BROWN 


Vice President and Treasurer 











REGULAR 
QUARTERLY 
DIVIDEND 


The Board of Directors has 
declared this day 

COMMON STOCK DIVIDEND NO. 88 
This is a regular quarterly 

= dividend of 


25¢ Suan 


payable on November 15, 1956, 
to holders of record at close 
of business October 20, 1956. 


H. Edwin Olson 
Vice-President and Secretary 


October 3, 1956 


THE COLUMBIA 
GAS SYSTEM, INC. 








COLUMBIA PICTURES 
CORPORATION 


The Board of Directors at a 
meeting held October 5, 1956, 
eclared a quarterly dividend 
of $1.06 per share on the 
$4.25 Cumulative Preferred 
Stock of the company, pay- 
able November 15, 1956 
to stockholders of record 
November 1, 1956 
A. SCHNEIDER 
First Vice-Pres. & Treas. 














successive boosts in margin re- 
quirements. 

This bull market has differed 
principally from past ones in its 
degree of selectivity and in its 
quality. There has been nothing 
like the 1928-1929 and the late 
1945-early 1946 extremes in the 
relative behavior of the “cats and 
dogs”; and they have lagged even 
as compared with the 1936-1937 
showing. Speculation has been 








STATEMENT REQUIRED BY THE 
ACT OF AUGUST 24, 1912, AS 
AMENDED BY THE ACTS OF 
MARCH 3, 1933, AND JULY 2, 1946 
(Title 39, United States Code, Section 
233) SHOWING THE OWNERSHIP, 
MANAGEMENT, AND CIRCULA- 
TION OF 


THE MacazineE oF WALL Street and Bust- 
NESS ANALYST published Bi-weekly at New 
York, N. Y. for October 1, 1956. 

1. The names and addresses of the pub- 
lisher, editor, managing editor, and business 
managers are: 

Publisher—C. G. Wyckoff, 90 Broad Street, 
New York 4, N. Y. 

Editor—C. G. Wyckoff, 90 Broad Street, 
New York 4, N. Y. 

Managing Editor, C. G. Wyckoff, 90 Broad 
Street, New York 4, N. Y. 

Business manager—Mr. Arthur G. Gaines, 
90 Broad Street, New York 4, N. Y. 

2. The owner is: (If owned by a corpora- 
tion, its name and address must be stated and 
also immediately thereunder the names and 
addresses of stockholders owning or holding 
1 percent or more of total amount of stock. 
If not owned by a corporation, the names and 
addresses of the individual owners must be 
given. If owned by a partnership or other un- 
incorporated firm, its name and address, as 
well as that of each individual member, must 
be given.) 

Ticker Publishing Company, Inc., 90 Broad 
Street, New York 4, N. Y. 

C. G. Wyckoff, Inc. (stockholder), 7 West 
10th Street, Wilmington, Del., the stockholder 
of which is C. G. Wyckoff, 90 Broad Street, 
New York 4, N. Y. 

3. The known bondholders, mortgagees, and 
other security holders owning or holding 1 
percent or more of total amount of bonds, 
mortgages, or other securities are: (If there 
are none, so state.) 

Cecelia G. Wyckoff, bondholder, 90 Broad 
Street, New York 4, N. Y. 

C. G. Wyckoff, Inc. (bondholder), 7 West 
10th Street, Wilmington, Del., the stock- 
holder of which is C. G. Wyckoff, 90 Broad 
Street, New York 4, N. Y. 

4. Paragraphs 2 and 3 include, in cases 
where the stockholder or security holder ap- 
pears upon the books of the company as 
trustee or in any other fiduciary relation, the 
name of the person or corporation for whom 
such trustee is acting; also the statements in 
the two paragraphs show the affiant’s full 
knowledge and belief as to the circumstances 
and conditions under which stockholders and 
security holders who do not appear upon the 
books of the company as trustees, hold stock 
and securities in a capacity other than that 
of a bona fide owner. 

5. The average number of copies of each 
issue of this publication sold or distributed, 
through the mails or otherwise, to paid sub- 
scribers during the 12 months preceding the 
date shown above was: (This information is 
required from daily, weekly, semiweekly, and 
triweekly newspapers only.) 

(signed) ARTHUR G. GAINES 
Business Manager 
STATE OF NEW YORK 
COUNTY OF NEW YORK f 

Sworn to and subscribed before me this 
27th day of September, 1956. 

(signed) HILDA LANDESBERG 

Notary Public, State of New York 

Qualified in Queens County 

No. 41-7414200 

Cert. filed with Queens & N. Y. 
Co. Clk’s & Regs. 

[sEAL]} 
(My commission expires March 30, 1958) 
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largely along special - situation 
lines, and about as selective as 
investment demand. 

Compared with the past, there 
has been more emphasis on long- 
pull buying of investment-grade 
stocks, less on trying to “play the 
market.” The role played by in- 
stitutional funds — particularly 
pension trusts and mutual funds 
—is, of course, far bigger than 
in the past; and it is still increas- 
ing. On the whole, stocks are more 
strongly held than was so after 
past major market advances — 
which is to the good, although the 
fact remains that relatively mod- 
erate selling, combined with re- 
duced demand, is capable of 
pulling the market down consid- 
erably, as partly demonstrated 
since August. There is more long- 
pull confidence than ever before 
in our time. It has resulted in 
market over-valuation, but cor- 
rection thereof will not be the 
same thing as destruction of the 
misplaced “New Era” confidence 
of 1929. What we are banking 
on in long-pull thinking now is 
principally dynamic population 
growth and dynamic technological 
progress. Neither is imaginary. 

The selectivity of the market 
through the first nine months of 
1956 is emphasized by the special 
charts and table accompanying 
this analysis. They are self-ex- 
planatory and require little com- 
ment. Note that, in net percentage 
change since the end of 1955, 
variations among our weekly 
stock-group indexes ranged all the 
way from a gain of 35% by alu- 
minum to a fall of 24% by agri- 
cultural equipment. Note the em- 
phasis on “Blue Chips” in the 
chart movements by price groups. 
Among the 300 stocks in our com- 
posite index, the largest decline 
for the nine months was in those 
priced at or below 10, the next 
largest in those priced at 101% to 
20. On the other hand, the largest 
gain was in the price group above 
80 and up to 90. There were 
above-average gains in all price 
groups above 40. The range above 
40 to 90 contains many Blue Chips 
previously split. That above 90 
contains the largest number of 
candidates for future splits. 

Many Blue Chips reacted more 
from recent highs to the October 
1 low than did the industrial aver- 
age, in correction—whether com- 
plete remains to be seen—of over- 
valuation. Here are a few exam- 
ples of approximate percentage 
fall: du Pont 21%, Goodrich 26%, 





Continental Can 20%, General 
Electric 17%, Johns - Manville 
20%, Minneapolis - Honeywell] 
19%, Scott Paper 22%, Reynolds 
Metals 27%, National Lead 19% 
and Monsanto Chemical 29%. 

At this time the industrial aver- 
age has made up less than a third 
of the sell-off begun in August, 
utilities a little over a fourth; 
while the recovery for rails 
amounts to nearly two-fifths of 
the phase of retreat started from 
the best summer level (seen in 
July), but to little over a fourth 
of the total decline from the bull- 
market high of last May. 

No change in our conservat ve, 
highly selective policy can be jus- 
tified on the present perspective. 
—Monday, October 8. 





As I See It! 
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pleased at the indication of fur- 
ther progress. However, much of 
the recent upsurge in European 
pro-unity sentiments are a reac- 
tion not only against Col. Nasser 
but also against our own policy 
in connection with the Suez Canal 
crisis. It is felt that our Secretary 
of State took strictly a fence-sit- 
ting position on the issue, trying 
desperately to please both sides 
and ending up antagonizing and 
disappointing our traditional 
European allies without making 
new friends in the Middle East. 

Thus, what American help and 
coaxing could not achieve, may 
well come about as a result of 
American equivocalness, namely 
an awakening of Europe to its 
own collective strength. Politic- 
ally and economically this would 
be a salutary development. 

It now depends on our State 
Department to do all it can to 
cement relations so that this new 
bloc can stand on its feet in free 
collaboration with the U.S.A. 





Answers to Inquiries 
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up to approximately $4.75 a 
share. Because of current expan- 
sion plans, dividends will prob- 
ably be held to the present rate. 
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g nvestment Management Service has earned 
the steady renewals of its clients (many have 
been with us 5, 10, 15 and 20 years)... by 
helping them to build up their capital to a 
level where they enjoy financial independence. 
In the significant and highly selective market 
in the year ahead let us aid you to secure in- 
creased income and capital appreciation from 
your investments—and with added safety, too. 


We offer you the most complete, personal 
investment supervision available today—fitted 
precisely to your own aims — and to today’s 
conditions and the vast potentials of this era 
of amazing scientific achievement, industrial 
advancement and investment opportunity. 


Expert Analysis of Your Present Holdings: 


Our first step in serving you is to make a detailed 
report—analyzing your entire list—taking into con- 
sideration income, safety, diversification, enhance- 
ment probabilities—today’s factors and tomorrow’s 
outlook. 


Issues to Hold and Advantageous Revisions: 


Definite counsel is given on each issue in your 
account ... advising retention of those most attrac- 
tive for income and growth ... preventing sale of 
those now thoroughly liquidated and likely to im- 
prove. We will point out unfavorable or overpriced 
securities and make substitute r dations in 
companies with unusually promising 1956 prospects 
and longer term profit potentials. 





Increased Safety — Income — Profit 
From Your Personal Investment Program 


(Important—To Investors With $20,000 or More!) 
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Close Continuous Supervision of All Holdings: 


Thereafter—your securities are held under the 
constant observation of a trained, experienced Ac- 
count Executive. Working closely with the Directing 
Board, he takes the initiative in advising you con- 
tinuously as to the position of your holdings. It is 
never necessary for you to consult us. 


When changes are recommended, precise instruc- 
tions as to why to sell or buy are given, together 
with counsel as to the prices at which to act. Alert 
counsel by first class mail or air mail and by tele 
graph relieves you of any doubt concerning your 
investments. 


Complete Consultation Privileges: 


You can consult us on any special investment 
problem you may face. Our contacts and original 
research sometimes offer you aid not obtainable else- 
where—to help you to save—to make money. 


Help in Minimizing Your Taxes: 


We keep in mind the tax consequences of each 
transaction and help you to minimize your tax lia- 
bility under the new tax provisions. (Our annual fee 
is allowed as a deduction from your income for 
Federal Income Tax purposes, considerably reducing 
the net cost to you.) 


Annual Personal Progress Reports: 


Throughout the year we keep a complete record 
of each transaction as you follow our advice. At the 
end of your annual enrollment you receive our audit 
of the progress of your account showing just how 
it has grown in value and the amounts of income it 
has produced for you. 








J ull information on Investment Management Service is yours for the asking. Our rates are 
based on the present value of securities and cash to be supervised—so if you will let us know 
the present worth of your account—or send us a list of your holdings for evaluation—we shall 
be glad to quote an exact annual fee...and to answer any questions as to how our counsel 


can benefit you. 








INVESTMENT MANAGEMENT SERVICE 


A division of THE MacazINE OF WALL STREET. A background of forty-eight years of service. 


90 BROAD STREET 


NEW YORK 4, N. Y. 
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More than 240,000 people keep Cities Service, one of 
the world’s largest oil companies, operating at full steam 
... 240,000 people who locate, produce, refine, im ove 
market and invest in the petroleum that constitute 

oil company’s lifeblood. 


A winning team? Judge for yourself: Today, Cit 
Service is pushing forward in ever longer strides, with 
new refining facilities and techniques, new oil discover- 
ies, new pipelines and tankers, new dealers, and new and 


improved petroleum products, unsurpassed in quality. 





Moreover, the very fact that this surging activity 
exists, serves to assure further expansion . 


healthy growth stimulates still more growth. 


. + 108 


And significantly, this growth is more than the sign 
of a healthy company ... it’s living proof of a healthy 
country. For it again demonstrates the rich harvest of 
a system in which government, industry, and all citizens 
share an interest and an obligation toward each other. 


CITIES © SERVICE 


Progress through Service 











